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RESCUE in a Cane 


*Dear Bill: 


‘ 


‘... When I was hit on Tinian (in the Marianas) 
Nips had us pinned down in a sugar cane field. 
They were in caves in some cliffs and really were 
giving us the business. A machine gun slug went 
through my hip early and I had visions of being 
in the field until dark when one of those Chrysler 
jobs rolled up. 


“The driver told me what he was going to do and 
those treads looked plenty big as they straddled 
me. He pulled me through the escape hatch 
which is in the floor of the tank. If you should 
go to the Chrysler Tank Arsenal, find the head 
man and kiss him on ‘the forehead for me. I 
love tanks and everyone connected with them.” 


CHRYSLER CORPORATION 


PLYMOUTH e« DODGE 
KEEP ON 


BUYING 


DESOTO e 
WAR 


CHRYSLER 
BONDS 


*Actual letter from a marine to Stf. Sgt. Wm. Hendricks, Jr., 
U. S. Marine Corps Recruiting, Detroit. 
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WALL STREET 


The “Off Board Market” 

American investors today are prob- 
ably better informed concerning the 
operations of the nation’s financial 
structure than at any other time in his- 
tory. Curiously enough, however, few 
understand completely the workings of 
the “off board” or “over-the-counter” 
market, although new issues of United 
States Government bonds, municipal 
bonds, corporate bonds and stocks, rail- 
road equipment trust issues, bank and 
insurance stocks, investment trust 
hares and foreign bonds are all ini- 
tially distributed through the “off 
board” market. A financial Gallup Poil 
would show a low percentage even of 
investors who could give accurate 
answers to such questions as: What 
role do dealers play in inis imarket? 
What are the steps in the handling of 
various types of “off board” transac- 
tions? What provisions, both self- 
regulatory and *governmental, exist for 
the protection of investors? 





"THE OFF BOARD | 
SECURITIES MARKET | 


MERRILL LYNCH, PIERCE, FENNER & BEANE I 


THE OFF BOARD SECURITIES MARKET: 
It Clears the Way for Action 


Because in practice the “off board” 
market often offers attractive invest- 
ment opportunities which are over- 
looked by the average investor, the 
nationwide investment firm of Merrill 
Lynch, Pierce, Fenner & Beane has pre- 
pared an unusually interesting booklet 
on the subject entitled “THe Orr 
Boarp SeEcuriITIES Market”. It 
answers pertinent questions concerning 
the functioning of this branch of 
finance, cuts through misconceptions 
and presents a comprehensive picture 
of this market in all its major phases, 
including Underwriting, ‘Secondary 
Distributions” and Trading. 

Readers will find “THe Orr Boarp 
SECURITIES MARKET’* a_ practical 
handbook which provides the answers 
to many vexing questions and one that 
will be of practical value in determin- 
ing its investment possibilities. 

"Copies of ‘Tur Orr Boarp SEcuRITIES MARKET” 
will be sent without cost or obligation. Address re- 


quests to Merrill Lynch, Pierce, Fenner & Beane, 
70 Pine Street, New York 5, N. Y. 












; SACTE aso? LIGHTING 


_ CEILING, 2000 ... Vital “‘ceiling”’ infor- 
mation is provided for American fliers by 
alidade sighting device, which “‘draws a 
bead” on a cloud — illuminated by giant 
Westinghouse searchlight. Height is read 
directly in hundreds of feet. 





LIKE SHOOTING FISH IN A BARREL ... There 
was a time when Jap Zeros could “sit in the sun” 
























and come in with guns blazing — protected from our 
gunners by blinding sunlight. Not long ago, they 
had an unpleasant surprise. U. S. Army and Navy 
gunners now have a new Westinghouse gunsight 
lamp that lets them fire with deadly accuracy —di- 





rectly into the sun. Formerly, our gunners could aim 
within only 15 degrees of the sun, leaving a dreaded 





“blind spot’. This has now been removed —and, 


with it, a lot of Japs. 
HAM AN’... New sealed-beam landing 


Lamps of 10,000 different types, using from 1/10th to 10,000 watts — incandescent, lights for army bombers are so powerful 
fluorescent, infrared, ultraviolet lamps, produced at the rate of about 1,000,000 that a Westinghouse engineer actually 
units daily—lamps for seeing, for heating, for fighting disease — wherever cooked a meal on the surface of an up- 
you see the Westinghouse Mazda Trade Mark, you'll find top quality! turned lens. Infrared rays did the trick. 











eee Ae, 





SELF-CONTAINED SUN LAMP, developed 
: by Westinghouse, produces comfortable pe ee 
good use for this warmth with infrared, as well as beneficial MAXIMUM “SEE-ABILITY” ‘is provided: by : 
lamp. Inside are ultraviolet rays. Mercury vapor, electrodes, Westinghouse 3-kilowatt mercury OOS = o 
reflector, and incandescent fil t are e 
sealed in a reflector bulb of special glass, 
which screws into any lamp socket. 


Tune in: in: Ti 
oor ees wees \ Vestin house Mon. Wed! Fi. 1018 pm, EWT 
Sunday, 2:30 pm, EWT, NBC s F ; 
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The Trend 











HOSE CUTBACKS ... Latest official hints that cut- 
acks after VE-Day will run no higher than about 
7% of aggregate war production are of consider- 
ble importance to business planning, provided the 
stimate holds good. Shifting with the constantly 
hanging war picture, cutback estimates in the past 
ave been decidedly metamorphic, reflecting about 
many opinions as the number of official and un- 
ficial prognosticators. 
Late in 1943, talk was of a 25% reduction in the 
ear after Germany’s fall. It went up by stages to 
0% , then 40% with some private estimates running 
high as 60%. Now it is down to 17%. If anything, 
hese wide shifts of expectation indicate the im- 
ssibility of banking on any given figure. 
The latest 17% estimate has met with considerable 
kepticism. The military services don’t want any 
k of cutbacks for fear of a letdown on the home- 
ont. Yet with the end of the war in Europe, there 
ill be cuts in all directions. If they add up to as 
ittle as 17%, it will be a surprise to many. 
If cutbacks are held down that much, it will be 
use the Army is now thinking in terms of 3,000,- 
0 U.S. troops in China, a huge army that will re- 
uire virtually complete re-equipment, and the pos- 
ibility of a long war to lick as many as 5,000,000 
aps on the Asiatic mainland. 
In that case, reconversion activity after VE-Day 
urely would be minimal for quite some time, for 
here wouldn’t be enough of either manpower or 
aterials for even a modest start. It has been esti- 
ated that freeing of only 17% of productive 
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KFOAOD AS BU SIIB 
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of Events 


capacity would permit no more than partial retooling 
for peace production but virtually no actual output 
of peace time goods beyond present limits. Manpower 
problems would be eased very little, as army demo- 
bilization would be slow and industrial layoffs mod- 
est. Civilian supply would improve only slightly. 
Government spending would drop only some $10 
billion so that consumer income would remain high. 
But supply of consumer goods would continue far 
below demand, making for even stronger inflationary 
pressure against prices. 

- In short, it would mean postponement of the real 
reconversion job and deep, sudden slashes in pro- 
duction later, accompanied then by presumably 
greater unsettlement than had a more gradual re- 
turn to peace time activity been possible. 

However, few envisage that cutbacks would be 
held to as little as 17% for the full duration of the 
Japanese war. Once needed equipment is on hand in 
sufficient quantities, output could be trimmed to re- 
placement demand, permitting gradually larger cut- 
backs. In such an event, reconversion, though start- 
ing later than anticipated, could become a smoother 
and less sudden process than seems likely on basis 
of present prognostications. For the time being, the 
services expect to keep procurement close to the 
present $54 billion annually for at least the first few 
months of the all-out Japanese phase. What will 
happen thereafter is anybody’s guess, depending on 
the type and length of warfare required to beat 
Nippon. Most observers, however, anticipate more 
substantial cutbacks, once the war in the East is 
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approaching a definite turning point. 


WAR-TIME FOREIGN TRADE... Recently released 
foreign trade figures for 1944 show an intensifica- 
tion of the trend noted in the preceding year. Ex- 
ports last year, given a value of $14.06 billion by 
the Department of Commerce, included $11.28 billion 
worth of Lend-Lease supplies, pointing to strictly 
commercial exports of only $2.77 billion compared 
with $2.52 billion in 1943 and $3.13 billion in 1942. 
Imports for the same years were $3.99, $3.37 and 
$2.74 billion respectively. The excess of imports last 
year thus would come to $1.13 billion versus $852 
million in 1943. On the same basis, 1942 produced 
an excess of exports of $391 million. 

As far as ordinary trade is concerned, we have 
then, for the last two years, been acting as becomes 
a creditor nation, as some would put it. But this our 
apparent and novel position in world trade is sub- 
ject to two important qualifications. First, our pos- 
sible sales abroad have been severely limited by our 
pre-occupation with war output. Second, for this 
very reason, we have been importing many things 
we do not ordinarily buy abroad, and other things 
in greater quantity than usual. In short, it was not 
our supposed creditor position that governed our 
foreign trade but military necessity. The showing 
therefore permits no clue as to postwar. trends. 

What current figures indicate is that other coun- 
tries are gaining dollar credits at the rate of about 
$1 billion a year while at the same time we are 
shipping some $11 billion worth of Lend-Lease goods 
to our allies. Under the circumstances, one is tempted 
to question whether we shall stand as a creditor 
nation the day the war ends. 


THE DEBT AND INTEREST RATES ... The big ques- 
tion currently agitating the bond market and wide 
circles of institutional investors is: Will the Treasury 
pare interest rates on long-term bonds to be offered 
in the next War Loan Drive? The possibility of such 
a move has already led to a scramble for Govern- 
ment bonds and the end is not yet. Conceivably, 
paring of interest rates may be done indirectly by 
lengthening maturities. Most frequent guess is that 
the longest issue (27 year 214s in the Sixth War 
Loan Drive) will be lengthened, that no medium 
term issue will be offered and that banks will get a 
choice only of short-term notes and certificates. The 
Treasury’s broad aim, Government bond dealers fore- 
cast, will be to get all individual purchases in first, 
then let savings banks and insurance companies have 
a limited amount and after that fill out the goal with 
commercial. bank subscriptions. 

It is inevitable, of course, that our mounting public 
debt and the manner in which it was financed, will 
eventually exert its influence on interest rates, bank- 
ing and credit policies. Interest charges on the Fed- 
eral debt now amount to $4.5 billion annually and 
after the war will approach some $6 billion, an ex- 
pense requiring continued low interest rates since 
even a small rise would add heavily to the Govern- 
ment’s annual outlays. Right now, the Treasury pays 
less than 2% on its total debt but the official desire 
is for even lower average rates. 










banks. Swollen deposits are enabling them to invey 
billions in Government issues; as a result, comme 
cial banks are reporting large dollar earnings, a fa 
which is attracting official attention. In his budge 
message, the President distinguished between th 
public debt owned by banks and bonds held by ir 
dividuals, and indicated that different treatmey 
might be given banks. This hint has led to sug 
gestions that banks should accept lower interes 
rates than other types of bond holders. Talk tha 
the matter is being actively considered in Treasur 
quarters appears well founded. 

Quite apart from the merits or demerits of suc EC 
a move, it becomes clear that the long-term trend igD Ty 
toward gradually lower interest rates, a trend thafeomp: 
seems to dovetail into proposals for more Federafare y 
lending activity after the war. and i 


FOREIGN ORDER DILEMMA .. . Over forty purthe P 
chasing missions are now in this country trying t@ Jt: 
place orders for industrial and transportation equi, wishf 
ment for earliest possible delivery, according to th and t 
trade press. Some are ready to pay cash in fullf® di 
others are prepared to make substantial down pay well ; 
ments with the balance payable over a relativelpee” 
short period of time. All these intended purchaseg'"& " 
are outside of Lend-Lease. cally 
Latin American countries want machinery for r act 
placement of worn-out equipment and new industriz Be | 
projects. European countries wish to hasten recon} <"° 
struction of industries and transportation systems ower 
These orders or buying intentions which in the ag wi it 
gregate are huge, are being offered our manufac 
turers at a time when large demands from domesti 
sources are imminent. It poses a real dilemma. 


Makers of equipment face the problem of allocat 
ing their production between several major groups temp 
of buyers. A policy of “first come, first served’’ policy dence 
would hardly do, for it may tie up plants witl shift 
foreign orders to the detriment of domestic cusfs,om 
tomers who cannot go into the market until recon; ning 
version is permitted. They may court long delays in ink 
deliveries, with those who get new machinery firs! tion 
obtaining an unfair advantage over competitors whi 
must wait. Also, should European or Latin Americal give 
orders come first? frien 


Should European orders be first filled, Latin countan 
tries may contend that their interest have beetwort 
sacrificed to those of Europe and we may lose thei} In 
custom in later years. If Latin American countries Russ 
are favored, Europeans will argue that we are notitoo 
cooperating with them in reconstruction. Britain]solit 
we hear, finds herself in a similar dilemma. She had|worl 
to turn down $3 billion worth of Russian business| apt 
finding her immediate postwar production prejan 
empted by heavy domestic needs and those of heifher 
old customers in Empire and other markets abroadjwhil 

The only way out, as far as our own cation of a 
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sight 
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industries are concerned, would seem allocation offshe 
deliveries during the transitional period according|to c 
to an equitable formula. Broad principles might best like] 
be laid down by the Government and applied byjeve1 
manufacturers but care should be taken that domes} _ It 
tic needs are getting first consideration rather thal vast 








Another aspect is the amount of bonds held by be subordinated to foreign demands. and 
the 
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ECAUSE of the vital issues involved, the “Big 

Three” conference, it seems, can only result in 
ompromises of one sort or another, many of which 
are not likely to satisfy American public opinion 
and in fact will leave the disturbing feeling that 
ty purthe problem of certain peace has not been solved. 
ying ty .t should be clear to all of us that regardless of 
1 equiWishful thinking, Russia dominates the conference 
- to thgand that her demands are so sweeping that the seeds 
in fulfof discontent they are likely to sow do not augur 
vn paygWell for the future. Russian diplomacy has always 
lativelybeen referred to as “realistic” but now it looks that 
rchasegthe heady wine of victory on the battlefield, politi- 
cally and diplomatically, has caused the Russians to 
concentrate excessively on immediate advantages, 
losing sight of the future. They choose to ignore 
the fact that we are not any more interested in a 
communist-dictated world than we are in a Nazi 
overlordship. 

It is not realism for Russia to insist on her own 
‘way, uncompromisingly and at the expense of her 
allies. Opportunism and greed always lead to short- 
sightedness, and events have a way of producing 
allocat} situations not con- 
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As g See GEL: BY CHARLES BENEDICT 


“BIG THREE” ACCOMPLISHMENTS 


human reactions that ultimately create situations 
and shape the course of events. 

For some time now, Russia has been playing for 
political and economic rule over the entire European 
continent by supporting the local leftist movements 
with arms, money and propaganda, with a Moscow- 
controlled Free German movement the latest addi- 
tion to her political and propagandist armory. Mean- 
while Russian armies are getting set on taking 
Berlin, while the ‘‘Big Three” are meeting, to assure 
themselves a free hand, to do as they see fit without 
the asking. 

The great weakness displayed by Germany on her 
eastern front seems to point to collaboration of in- 
dividuals inside that country with the committee 
of German officers set up in Moscow. Russia, as we 
all know, has been more liberal than her allies in 
her promises to the German army and the German 
ruling class, evidently in the belief that control of 
the Reich would line up on her side the only strong 
military nation in western Europe. 

The sorry fact is that Russian activities are stir- 
ring up such elements of discontent elsewhere as 

will fester and come 





STOUPHtemplated, as evi- on 
Policy enced by the great 
S with) hifts in this war 





IC CUS}fom its very begin- HERE 
acy ning. One should “a 

ays think that realiza- 

Y MWSition of this truth EVERYEOby 
rs Whdshould make the £28 ‘ 


leriCalfgive and take of 
friendly association 
1 counfan important and 
2 beelfworthwhile asset. 
e theif In ignoring this, 
intriefRussia may learn 
re nofitoo late that the 
ritainjsolitary grandeur of 
he hadjworld domination is 
sinessjapt to produce but 
1 prefan uneasy hold on 
of herfher neighbors, that 
broadjwhile concentrating 
ipmentfon a supine Europe, 











“EARLY ARRIVAL” 





_ 


enna: to a head at any 
sign of weakness — 
an explosive situa- 
tion at a time when 
world peace is the 
foremost essential. 
The low estate of 
the European people 
as a result of this 
war and the unrest 
in the Middle and 
Tar East stamp 
these activities as 
dangerous as far as 
future world peace 
is concerned. 
Russia reaches out 
her hand too avidly 
and I fear, the 














ion offshe may not be able 

ordingto control the rising tide of discontent and distrust 
it besijlikely to swell the world over among the people 
ied byjeverywhere. 

lomes} It is plain that Russia likes to see herself as a 
r thar vast bridge over the European and Asiatic continents 
and hopes to establish and maintain her power on 
—____jthe strength of her strategic geographical position. 
1945 Forgotten is the fact that it is not geography but 
FEBRUARY 
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SLe A i really great shock 
“fp ere PS over Russian ambi- 
Williams in The Detroit Free Preas tions will come 

when we find out 


the price demanded by her for eventual participation 
in the war against Japan. 

tussian plans do not include a united China. 
Rather, a weakened China, since obviously they 
intend to hold on to the sphere of influence they 
already have developed in Northern China, as pointed 
out in my last editorial. It is reported that they 
want to incorporate in (Please turn to page 552) 
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ment but has yet to cope with the actual event and its economic im- 
plications. In view of this, we do not believe this an opportune time 
to depart from a reasonably conservative, middle-of-the-road policy. 

St A. Et. 


— war in Europe has reached the stage in which 
sensational news may come at almost any time. 
The end might come suddenly and very soon. Or, 
with the outcome a foregone conclusion, the war 
may ‘fade out” over a period of weeks. If there is 
any certainty it would seem to be that we shall not 
have the “long war’ which some portions of the 
stock market, notably rails, were banking on in late 
December and early January. 

Considering the suddenness of the shift in opinion 
about the duration of the war—and considering 
also the sharpness of the ill-founded and temporary 
upward spurt in so-called war stocks — the recent 
action of the market has been encouraging as far 
as it goes. We have had at least a partial test of its 
ability to stand up, without serious unsettlement, 
under the impact of a real wave of early-peace sen- 
timent. 

The maximum reaction, as the full import of the 
sweeping Russian offensive was realized, was only a 
fraction over 4 points in the Dow-Jones industrial 
average. On the subsequent recovery of the past 
fortnight almost all of that retreat was made up 
under the leadership of assorted “peace stocks” in 
which automotive issues were the most important. 

However, both the industrial and rail averages 
were halted, toward the end of last week, short of 
the January highs; and many issues gave way fairly 
sharply on _ renewed profit-taking tendencies. 
Whether this represents a conclusive, and unsuc- 
cessful, test of upside resistance levels is for the 
moment impossible to say. It may have been largely 
a matter of traders stepping aside because of un- 
willingness to carry commitments over a week-end 
extended by a Monday holiday. The volume of tran- 
sactions declined on the sell-off, suggesting a minor 
technical correction; and probability of at least fur- 
ther efforts to extend the advance in the near future. 
But ever since 1937 the levels between 155 and 158 
in the Dow industrial average have heretofore 
proved too formidable to surmount. Whether the 
market can thrust up through them in a broad 
advance on the apparent eve of the long-awaited 
V-E Day remains to be seen. 

The war in a very brief time has produced two 
startling surprises in quick succession: first the 
German thrust deep into Belgium, upsetting Allied 
plans and threatening for a time to prolong the 
conflict greatly; and, second, the decisively favor- 
able results of the Red Army’s winter offensive. It 
would perhaps be risky to say that the surprises are 
over. Nevertheless, it is hard to see how the victory 
march can now be stayed anywhere more than tem- 
porarily. Whether German defeat comes soon or not 
for several months, we doubt very much that the 
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The Forces Shaping Today’s Market 


The market has stood up well under the impact of early peace senti- 


MILLER 








market will again revert to long-war thinking; an 
we further doubt whether the precise timing 0 
victory in Europe is any longer a particularly in 
fluential market consideration. 

Even if it came overnight, this surcease from on¢ 
war could not be a surprise. It is a fully and widely 
expected event — and the market has never beer 
in the habit of responding very violently, or for long, 
to the eventuation of the expected. Many who pre 
viously believed that German defeat would cause 
considerable market unsettlement have now swung 
around to the view that the response is likely t 
be bullish. 

We doubt the wisdom of trying to be too “smart” 
on this proposition. If there is gradual further ad- 
vance in the averages, in pleasant anticipation of 


the big news, it can be logically reasoned that it} 
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would minimize, if not eliminate, the potentiality of 
an excited and sharp upward spurt on, and/or after, 
The Day. If the market meanwhile backs and fills 
within a trading range of, say, 150-158, one must 
concede that an emotional celebration on peace news, 
temporarily carrying the industrial average briskly 
higher, will be a distinct possibility. Either way we 
remain skeptical that this market is now located for 
a really broad and sustained advance. We are so 
skeptical of it that in the event of an advance above 
the January high we would be more inclined, as a 
generality subject to exceptions in some selected 
issues, to take additional profits on a scale-up than 
to expand  speculative-investment commitments. 
However, we suspect so many people will be waiting 
and hoping to do just this that the opportunity may . 
not be outstanding. 

The fact can not be escaped that peace in Europe 
must be followed by some extensive economic read- 
justments. It can not be argued that such readjust- 
ments will be other than of deflationary nature, al- 
though opinions differ as to just how deflationary 
they will be. In the present generally optimistic 
mood, there is, we think, too much of a tendency 
to make light of them. The emphasis in speculative 
thinking is on the anticipated post-war prosperity 
and the “eventual” tax reduction and the huge 
supply of surplus investment funds. Many people 
eagerly swallow the present official line that the 
cutbacks in war contracts after V-E Day may per- 
haps be as little as only 20 to 25 per cent — though 
it is no secret that hard-headed industrialists will 
be very much surprised if this proves true. 

When the event of peace in Europe is out of the 
way as a market consideration, it would seem rea- 
sonable to hold that attention will have to shift to 
the next important event on the schedule—and that 
will be the slump in production. 
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As for tax relief, there is not the slightest chance 
of any reduction in corporate levies effective on 
1945 profits; it is the view in Washington that any 
lowering of the excess profits tax must await the 
end of the war with Japan; and there is increasing 
thought that even then it may not be feasible to 
eliminate this tax altogether for a period of addi- 
tional years, though the rate would of course be 
reduced. Political consideration, as usual, will first 
be given to low-bracket personal income taxes. 

Yet for the present there is no denying that pre- 
vailing investment and speculative sentiment — 
which makes the market — remains optimistic on 
balance, though selective. Items of good corporate 
news are exploited, unfavorable items ignored. But 
with profit margins in a good many lines already 
pointing down, the unfavorable, or less favorable, 
earnings reports are bound to get more numerous 
in due time; and the sooner peace comes, the sooner 
that will be. If the market can entirely laugh it off, 
which we doubt, that would be something new, 
indeed. 

Meanwhile the most favored peace-stock groups 
have discounted “post-war prosperity” quite some 
distance ahead; and some of them are displaying 
market action which has a kind of tired look. That 
for the present seems true of farm equipments, 
motion pictures, chemicals, department stores, fi- 
nance companies, mail order stocks, radio and variety 
stores. The recent bullish leadership has been pro- 
vided more prominently by the speculative au- 
tomotive issues than any other single group — and 
one must wonder how much further these can carry 
the ball. Though there will continue to be selective 
investment opportunities in the market, we do not 
believe this is a prudent or opportune time to depart 
from a reasonably conservative, middle-of-the-road 
policy. — Monday, February 12. 
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HE President’s annual budget message submit- 

ted last month to Congress ushers in a new trend. 
Heretofore, the budget message contained merely a 
fiscal accounting of the Federal Government. Now, 
for the first time, something new and very impor- 
tant has been added in the form of a “nation’s 
budget”, that is a budget showing what is required 
to give the nation full employment. In its new form, 
the message outlined the essential elements of the 
domestic economic program which the Administra- 
tion plans to follow after the war, and therein lies 
its great significance. 

Interestingly, the concepts of national income and 
national production, heretofore popular though some- 
what hazy yardsticks for projecting postwar pros- 
perity, have given way to employment as the 
principal measure of national well-being. The “‘na- 
tional budget”, it is proposed by the President, 
should aim at sixty million productive jobs in the 
postwar era. These jobs are to pay wages that are 
considered adequate, for “Americans do not regard 
jobs that pay substandard wages as productive 
jobs.” 

In a word, we are now face to face with a double 
budget. One is the regular Federal budget, of rev- 
enues taken in and dollars paid out to run the 
Federal Government. The other is a budget which 
is considered balanced only when all who want work 
have work. It shows the income produced by our 
free enterprise system, and the income paid 
out by governments, national, state and _ local, 
the amounts of income spent for goods and services, 
and the funds saved. It is a departure of utmost im- 
portance, a blueprint for a completely managed 
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economy. As such, it goes far beyond the recon- 
version or transitional problems that are strictly 
an aftermath of the war itself. To keep both budgets 
in balance is the avowed future task in order to 
assure full employment at all times. 

How are these sixty million jobs to be assured? 
“Our policy is,” the President stated, “to rely as 
much as possible on private enterprise to provide 
jobs.” This is reassuring but one naturally wonders 
how the Government proposes to stimulate and en- 
courage private enterprise to accomplish this vast 
task. The President pointed out that if full employ- 
ment is to be provided by private enterprise in 
peace time, consumers expenditures and business 
investments must increase by about 50%, measured 
in constant prices, above the 1939 level. His discus- 
sion of the subject made it clear that should such 
expenditures and investments be inadequate for full 
employment and high level production, it will be 
the Government’s policy to provide jobs and suffi- 
cient purchasing power to assure sustained markets 
and employment. In other words, if private enter- 
prise cannot “balance” the national budget, the 
Government will. Since this can only be done by 
Government spending, the Federal budget in turn 
will naturally become unbalanced too. 

The prospect is that budgets and budget messages 
in ensuing years of this Administration will con- 
tinue along these novel lines. Just as company re- 
ports are no longer mere financial balance sheets and 
income statements but rather discussions of general 
company and industry business, so has the budget 
message ceased to be a purely financial accounting 
of the Federal Government. At least, it has now 
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become the nation’s broadest official business and 
economic review and in the Administration’s intent 
and purpose, probably, the nation’s economic plan. 

The job budget can get out of balance in two 
ways — when not enough money is being spent by 
individuals and businesses to keep everybody em- 
ployed, and when the amounts that individuals save 
are not being invested in job-producing activity. 
The regular budget will go out of balance when the 
Government moves in to make up for the lack of 
private spending. In its over-all aspects, the coun- 
try’s economic machine is viewed as a flow of dol- 
lars from employers to workers and then from 
workers — as consumers — back to employers and 
farmers. In the process, dollars drop out of the main 
stream into savings which are expected to be re- 
turned to the main stream in the form of new in- 
vestments. Jf they don’t, this “leakage’’, it is held, 
may lower the level of the income stream to such 
an extent as to cause unemployment and it is now 
regarded as the Government’s task to stop such 
leakage and see that the level of the income re- 
mains high enough. 

To provide full postwar employment, the Presi- 
dent has recommended a number of steps. One of 
them is to “overhaul the wartime tax structure to 
stimulate consumers’ demand and to promote busi- 
ness investment.” Another is “to make sure that 
there are opportunities for new and growing busi- 
ness.” A third would be “to develop the human 
standards and material resources of the nation.” 
Under the last heading, there are listed provisions 
for extended social security including medical care; 
for better education, public health and nutrition; 
for the improvement of homes, cities and farms; 
for the development of transportation facilities and 
river valleys. In other words, reliance on_ public 
works to provide whatever proportion of the sixty 
million jobs desired private enterprise fails to pro- 
vide. To this end, the President thinks, the nation 
needs ‘a larger shelf of detailed plans in order to 
be prepared for the postwar period, a shelf of meri- 
torious construction and development projects to be 
undertaken as manpower and materials become 
available.” In the foreign field, the President spoke 
of the postwar needs for relief and rehabilitation 
and for encouragement of foreign trade, if necessary 
by lavish Governmeht financing. 

To get full employment in postwar years, job 
budgets in the future must be far nearer the war- 
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time levels than any prewar level. The big question 
of course is how to balance such a budget, and in 
this respect the President’s message gives a few 
pointers. With normal Federal spending dropping 
to something like $25 billion annually, postwar con- 
sumer and business spending will have to rise 
sharply if private enterprise is to provide the needed 
postwar jobs. In the President’s estimate, the rise 
will have to be 50% above 1939 levels; this would 
be tantamount to consumer and business spending 
of some $140 billion annually, a figure most unlikely 
to be reached. What’s more, private business prob- 
ablv will be unable to find use for all the consumer 
savings that will pile up if everyone has a job, at 
good wages. This would threaten an undesirable 
“leak” in the income stream, forcing the Govern- 
ment to step in with its own spending and invest- 
ment program to plug the leaks by putting the 
savings to use. 

The presidential message hints at policies to meet 
this problem. These include Government guarantees 
of all sorts to private business, especially support 
for farm income and high wages, guaranteed loans 
for home building and city and farm improvements, 
and Federal guarantees for private foreign invest- 
ments. In the tax field, these policies point towards 
low taxes on low incomes to stimulate consumption, 
as well as tax concessions for expanding business. 
Thus the middle brackets and high incomes will 
have to bear most of future Government costs. Much 
reliance would be placed on a vast program of public 
works, as already cited, bolstered by increased Gov- 
ernment services, similarly touched upon in preced- 
ing paragraphs. 

A thorough study of the President’s budget mes- 
sage leaves little doubt that the Full Employrient 
Act of 1945 recently introduced in Congress em- 
bodies the essence of the President’s economic fourth 
term program. That measure would carry the Gov- 
ernment to great lengths in a job-making partner- 
ship with business but it must be noted that em- 
phasis in this Act seems to be placed not so much 
upon fostering and stimulating private enterprise 
but upon public spenaing to provide employment for 
everyone who, whatever the reason, does not have 
private employment. The budget message thus is 
setting the stage for the great “job debate” in 
Congress, perhaps the foremost political issue in the 
domestic sphere though for the moment obscured 
by climactic developments on the battlefronts and 
in the international arena. The debate, we can be 














sure, will be resumed in due course and its outcome 
is likely to fix the whole future of Government in 
our private enterprise system. 

The most explosive domestic-political issue today, 
the Wallace appointment, ties right into the situa- 
tion. Mr. Wallace, too, has propounded a program 
closely resembling the “national budget” plan. Along 
with the usual emphasis on private enterprise in his 
program is read a determination to implement and 
supplement the efforts of private business by the 
free use of the Federal credit to guarantee — and 
possibly to make — loans to approved enterprises, 
loans for plant expansion, industrial construction, 
the undertaking of business risks that banks will 
not undertake or share, and a schedule of public 
works for release whenever employment drops below 
57,000,000. In other words, governmental manage- 
ment of the framework within which private enter- 
prise operates, and Government intervention for the 
promotion, guidance and balancing of private enter- 
prise. All this makes it clear that current maneuvers 
for control of the RFC are tantamount to a struggle 
for control of the machinery that is to be the heart 
of a postwar New Deal. The basic idea of the ‘“na- 
tional budget’, namely that Government must direct 
idle savings into investment if there is to be rela- 
tively full postwar employment, is back of all of 
these developments: the presidential budget mes- 
sage, the Full Employment Act (Murray Bill), the 
appointment of Mr. Wallace and his program. 


Congress Cool to Idea 


For the moment, it appears, Congress is cool to 
the idea of Government-directed investment, to vast 
spend-lend programs designed to generate business 
activity. The reaction to the Wallace appointment is 
a straw in the wind. There is strong opinion that 
private enterprise and private banking should have 
a real chance to create the jobs required for full 
employment, and the present mood frowns on “ex- 
pansion” as a polite name for Government-inspired 
inflation. But there is no guarantee that Congress 


won’t change its mind. Once unemployment returns, 
once farm prices and other prices are under defla- 
tionary pressure, the mood of Congress could change 
in a hurry. For after all, the leaders of both parties 
have promised every job-seeking American a guar- 
anteed right to a job. If postwar unemployment 
should become sizable, political pressures are likely 
to persuade Congress quickly. 

Adoption of the employment yardstick as the 
measure of postwar economic goals raises interest- 
ing questions, whether these goals call for 60 mil- 
lion or 57 million jobs. The former is the figure 
mentioned in the President’s budget message, the 
latter the “floor” which Mr. Wallace thinks must 
be employed. In either case, the automatic signal 
for large-scale Government spending is to be an 





official statistic showing that employment has 
dropped below the figure chosen. Today, it may be 
observed, fewer than 53 million persons are meeting 
our prodigious war requirements. 
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For several reasons, this seems a rather meaning- fholc 


less yardstick to use as a guide for national policy. 
The fact that we have, say, 57 million people em- 
ployed tells us nothing about their productivity, 
their working hours, their relative well-being, or 
whether their employment is seasonal or steady. 
Any such figure places undue emphasis upon sta- 
tistics of jobs rather than upon living standards 
those jobs make possible. Unless conditions are right 
to induce large volume production, there cannot be 
enough jobs yielding high living standards. For jobs 
don’t just happen; they are the result of complex 
forces. It might be far better to concentrate atten- 
tion upon the underlying forces than upon some pre- 
conceived numerical goal. 

There are other pertinent questions; whether, for 
instance, there are that many million persons who 
really want continuous jobs, whether it is desirable 
for the economic system to be driven at 100% of 
capacity, regardless of whether the driving power 
is private enterprise or deficit financing. In either 
case the likely effect is to create bottlenecks and 
inflationary pressures, driv- (Please turn to page 552) 
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HE profit sqeezing implications of transitional 
and postwar pricing policies as projected in of- 
cial quarters have become a subject of much heated 
ebate in industrial circles. If these policies prevail 
as they well may —, the fear is that they may 
hold great danger to profits, ultimately forcing revi- 


-fsion of former optimistic views as to profit possi- 


bilities during the postwar “catching up” boom. 
tising costs and wages already have adversely 
affected profit margins in most industries, quite 


-fapart from tax liabilities. Both wages and costs gen- 


erally have been adjusted to war conditions while 
rigid ceilings were maintained over prices. What is 
feared now is that higher costs and ceiling prices 
may be carried into the postwar era for the 
majority of commercial products without commen- 
surate adjustment. Even current policy tends to 
force manufacturers to absorb increased costs, or at 
best to recover them without profit. In cases where 
any relief is granted, distributors in turn will be 


' Tforced to absorb the increase out of their margins. 


Needless to say, such procedure is apt to pare 
profits in unpleasant fashion and in cases where 
earnings are already modest, they may well dwindle 
to the point where capital return becomes unsatis- 
factory. The degree of vulnerability to the double 
impact of higher costs and rigid price ceilings thus 
depends on the “cushion” contained in existing ratios 
of earnings on invested capital. Concerns enjoying 
high ratios will be able to absorb the profit squeeze 
and yet remain highly profitable businesses. ; 

Large earnings on invested capital have always 
been accepted as one of the best proofs of a pros- 
perous and well managed concern. Under difficult 
pricing policies in the postwar period, they should 
provide a welcome safeguard against erosion of 
earning power to the point where capital is no 
longer profitably invested. It is natural therefore to 
scrutinize earnings ratios on invested capital for a 
clue to the relative profitableness of the various 
branches of industry. Earnings per se, however 
large, do not provide this clue, certainly not in con- 
clusive manner, for they may frequently represent 
only a meager return on the funds invested in a 
business. A business that sells at a premium does 
so because it earns a large return on its capital. 
From the investor standpoint, then, a study of earn- 
ings ratios holds more than academic interest. It 
can be immensely worthwhile from a very practical 
viewpoint, for these ratios usually find reflection not 
only in dividend policies but in market prices as well. 
In examining earnings ratios of various industries, 
we find wide variations ranging from enormously 
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BY WARD GATES 


high ratios among the gold mining companies (un- 
der normal conditions) down to actual deficits for 
concerns such as leather companies. But just as 
striking as this diversity are the variations found 
within individual groups. It will be found that many 
of the industry groups making an excellent showing 
as a whole include individual companies that earn 
very little on their capital. 

These divergencies within groups go far to temper 
the natural inclination for investors and analysts to 
attach dominant merit or demerit to the line of 
business concerned. That the type of industry is of 
great significance in judging common stock issues 
goes without saying but snap judgment based on 
this factor alone may often prove unsound. Thus we 
find, for instance, that gold mining and soft drink 
companies lead the parade of high ratio industries, 
yet some companies within these groups, usually for 
good reasons, lack this characteristic. It all boils 
down to a question of individual analysis rather 
than application of a group yardstick. 


Variations in Ratios 


To illustrate this point, the reader is referred to 
the appended table listing average earnings ratios 
(to invested capital) of selected industries for the 
1934-38 period. We find the soft drink industry high 
on the list, with an average capital return of fully 
39.8%, yet there are drastic variations within the 
group. Outstanding is Coca Cola which, as shown on 
the other table, earned a high rate of return on its 
capital throughout the years though the ratio na- 
turally narrowed during the war period for obvious 
reasons. Canada Dry, in the same field, earned far 
less on its capital with the percentage never higher 
than 13.8% against Coca Cola’s peak ratio of 38.7% 
in 1937. A third company, White Rock Mineral 
Springs, seldom earned more than 3% over the last 
decade. While reasons for the diverse showings can 
be readily adduced on closer appraisal of the facts 
behind each company, the question of which com- 
pany is in better position to withstand a potential 
margin squeeze answers itself. Clearly, Coca-Cola 
is extremely well cushioned against such a contin- 
gency, thereby holding a valuable differential ad- 
vantage which of course is fully reflected in divi- 
dend policy and market price for the equity. 

Earnings ratios in the gold mining industry have 
at times been truly sensational though variations 
within the group are correspondingly wide. Take 
Sunshine Mining, for example, which in 1936 earned 
no less than 260%, and in 1937 220%, on its in- 
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vested capital. Similarly, Lake Shore Mines in 1938 
and 1939 earned 105% and 115% respectively, and 
in 1943 despite serious wartime handicaps still re- 
turned 34.5% against 23.9% for Sunshine Mining. 
The ratio of Homestake, on the other hand, dropped 
from 40.8% in 1937 to 1.9% in 1948, the result of 
a virtual shutdown of operations due to wartime 
restrictions. This was an extreme drop, not shared 








Industries Showing High Prewar Group 


Percentage of Earnings on Invested Capital 


Percent earned on invested capital Average 1934-38 
(Figures in parenthesis indicate number of companies in each group) 














Soft drinks (3)........39.8% Auto Accessories (39)....10.2% 
Gold Mining (6)....21.1 Heavy Chemicals 11)..10.4 
Drug Mfrs. (13)...19.6 Glass Mfrs. (5).........12.2 
Confections ‘6) ..............18.2 Breweries & 
Mis. Retailers (19).....18.0 Distillers (8) 13.6 
poop wans..(3)_.___ 31.9 Office Equipment (9)...11.7 
Non-Ferrous Metals Cigarette (5) 13.4 
except copper (15)....10.6 Snuff 3) oc ee) neg a 








by any other gold or silver mining concern; those 
located in Canada were allowed to carry on at least 
limited operations and many had revenues from 
sources other than gold mining. But even under re- 
stricted conditions, their return on invested capital 
compared favorably with, and usually exceeded that, 
of most industrial enterprises, once more illustrating 
the value of this “cushion.” Had it been absent, the 
impact on dividends would probably have been far 
more severe. As it was, only Homestake whose capi- 
tal return shrank to virtually nothing was forced 
to suspend dividends. An industrial company under 
comparable circumstances probably would have been 
forced to liquidate; Homestake, living on its accu- 
mulated “fat”, merely chose to cut off payments to 
stockholders for a while. 

Earnings ratios of most other gold mining con- 
cerns have been similarly generous, such as those 
of Wright-Hargreaves which normally fluctuated 
around 60%; Teck-Hughes between 20% and 45%; 
McIntyre Porcupine around 20%, the latter two 
considerably below the industry average. An out- 
standing exception is U. S. Smelting, Refining & 
Mining whose earning’s ratio averaged no more than 
about 8%. Here, the “cushion” is far slimmer and 
could stand little squeeze. Mining companies of 
course form a chapter all of their own, yet they 
aptly illustrate the point by showing how far mar- 
gins could narrow and yet return a sizable profit 
on invested capital. 


In consumer goods industries, investment return 
of drug manufacturers averages high. The earnings 
ratio of such concerns as American Home Products, 
Bristol-Myers and Vick Chemical until the war has 
been holding at a figure better than 30%, that of 
Lambert Co. and Sterling Drug at an average of 
better than 20%. United Drug exceptionally shows 
a return of no more than about 6% on an average 
but the ratio of late has been rising in line with the 
improved position of the company. The group as 
a whole, even under war conditions with its atten- 
dant margin squeeze, shows an average return of 
better than 20%, indicative of its ability to absorb 
rising costs and yet show an excellent return on 
invested capital. 

The same, more or less, holds true of makers of 


512 





late ¢ 
chewing gum and confectionery. Hershey Chocolafther fa 


and American Chicle show similar ratios both band the 
fore and during the war, ranging from over 30@ance in 
to better than 20% in more recent years. Less favopf suffici 
able is the showing of Beechnut Packing and Wriggny pos: 
ley (Wm.) Jr. Co., both averaging about 14% ds such | 
their invested capital. The former two thus have@han a |. 
distinct edge over the latter two when it comes 

ability of absorbing cost increases. 

While the average earnings ratio in the reta 
field is fairly satisfactory and above all has bee 
fairly consistent, there are wide variations in thi 
group; in some instances, but they are in the 
nority, a marked narrowing has occurred during t 
war period. In the higher brackets are Peoples Dru 
Stores (around 15%), Walgreen Co. (13%), J. 
Penney Co. (19%), Sears Roebuck (12%). Gene 
ally, mail order houses, drug stores and gener 
merchandising chains make the best showing, fo Broad 
lowed by grocery and variety chains while depa ngs rat 
ment and apparel stores show generally lower ratiog, poe 
reflecting far greater sensitivity to margin squeezes : anage 

In heavy industry groups, earnings ratios to iM elation 
vested capital usually vary widely over the years i Lbsence 
line with the cyclical character of their busines Sound ‘ 
Most of them are quite vulnerable to margin squeeze irice 
because of heavy capitalization and large overhead ip is 
wage costs are also important factors in this cate ee 
gory. = 

Fluctuations are somewhat less pronounced i dy 
consumer durable goods though variations in earn capital 
ings ratios within the various groups are often quit aeaey 
marked. The automotive parts industry and the elec on 7 
trical appliance field are good examples. The cyclic: threeto 
factor must be considered in both, though it is some pate * 
what less pronounced than in heavy goods indu relief 3 
tries, mainly because of the stabilizing effect o their in 
replacement business which usually is absent opV@": +2 
minor in the heavy industries. 
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Size vs. Earnings reachec 
In the larger of the accompanying tables, a numfing pol 
ber of companies is listed which show far abovg“view — 
average ratios of earnings on invested capital, es{current 
pecially in the years preceding the war. Under imtoo, as 
pact of war conditions, the ratios of all have narfimporti 
rowed, some very considerably, depending on a va{dividen 
riety of factors discussed later but on the whol4 The. 
even their war-time showing is excellent. standp 
When classification of earnings ratios is made byothers, 
company size, it develops that size in itself hatribute 
little influence, on the whole, on earnings returns|manag: 
If medium-sized companies seem to predominate olment « 
the list referred to, it is because a relatively smalfshould 
capitalization-provided that overhead is small, turmMthese | 
over rapid and margins adequate, in itself makegjunctic 
for better than average returns on invested funds}found 
Small capitalization however is by no means th4panies 
only or principal factor, though it can be important] situate 
Of weight is the nature of capitalization, that i$trend 
presence or absence of funded debt. This is brought offing 
out by the comparative showing of General Electriq policie 
and Westinghouse, for example. In prewar years, th¢ This 
former with an invested capital of some $350 mil} others 
lion averaged about 16% while the latter with in} Volum 
vested capital of some $200 million averaged only} some » 
around 8%. This general relationship held good even | 
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late as in 1943. In this particular instance, an- 
ther factor enters, that is the type of production 
th band the proportion of low-margin ouput; its impor- 
* 30@ance in either case is difficult to appraise for lack 
favo if sufficient data. Yet the example is cited to dispel 


cola 





Wriggny possible thought that a smaller capitalization 
'% (ms such is bound to produce a higher earnings ratio 
ave Bhan a larger capitalization. 
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Factors Making for High Earnings Ratios 
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bea If, for instance, we apply the test to the relation- 


apital, we find that small companies are relatively 
east profitable though they have proportionately 
“Far greater assets and sales. This in turn suggests 
hat individual small business is more vulnerable 
0 adversity; that the widest range of performance 
to be found in this class is hardly open to question. 
Broadly speaking, factors making for high earn- 
ngs ratios to invested capital include such elements 
‘as small fixed assets, small wage ratios, efficient cost 
~gmanagement, large or stable demand (the former in 

‘welation to capital), superior competitive position or 
absence of severe competition such as frequently 
found in hfghly concentrated industries with good 
price “discipline.” Satisfactory price-cost relation- 
hip is of course of basic importance. 

Returning to our table, we find that the companies 
a i listed had in their high earnings ratios to invested 
2arn capital a superior cushion wherewith to absorb the 
quits sometimes severe impact of war-time factors which 
elel tended to narrow the rate of return. The impact was 
hal threefold, in the form of rising wage and materials 
ome osts, rigid ceilings and far higher taxes. Given tax 
du relief alone, with no adjustment of costs and prices, 
t a their ratios should again widen appreciably after the 
t opWar- In most cases, however, a more favorable price- 
cost relationship may ultimately develop, making 
possible a further approach to the prewar ratios 
though it is doubtful whether these will ever be 
reached again. Since it is largely a question of pric- 
1umfing policies, it is understandable that industrialists 
bovg“view with alarm” the tendency to perpetuate the 
, escurrent price squeeze. Stockholders have an interest, 
' im#too, as return on invested capital is frequently an 
narfimportant co-determinant of dividend policy, and 
| vaddividends in turn govern share prices. 
holf The companies listed were selected solely from the 
standpoint of high earnings ratios and there are 
€ D¥others, of course, who also meet this test. This at- 
ha¥tribute, though indicative of a prosperous and well- 
rnsimanaged business, does not mean that other invest- 
€ Ofment criteria, especially in the comparative sense, 
malf should be ignored; rather the differential advantage 
urlMthese companies enjoy should be weighed in con- 
ake#junction with other considerations that may be 
nds{found applicable in any given situation. The com- 
thd panies listed, however, can be regarded as favorably 
antl situated to meet keen postwar competition and the 
t iWtrend to lower profit margins that appears in the 
ight offing if current official ideas as to postwar pricing 
triq policies prevail. 
thd This is not meant to cast doubt on the ability of 
mil; others to cope with whatever the future may hold. 

Inf Volume, even at narrow margins, can produce hand- 
only} some profits and volume will be the big feature of 
Vell 
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ship of earnings to asset values instead of invested. 


the postwar boom especially in the many fields where 
deferred demand is heavy. But it is a normal ex- 
pectation that industries and companies which un- 
der today’s conditions of rigid price-cost relation- 
ships and high taxes can produce an above average 
return on capital will certainly be able to do so 
after the war, barring influences not now foresee- 
able. With volume high, they should do exceedingly 
well; but even with volume no more than fair, profits 
should be well maintained. 


The workings of this “cushion”, where it exists, 
may be demonstrated this year in the merchandising 
field though during the transitional period, it will 
be tested over a wide area of the manufacturing 
field as well. In retail circles it is believed that some 
degree of cost absorption reducing profit margins 
appears inevitable this year following recent price 
directives issued by the OPA. On the whole, the 
principle of cost absorption and the setting of a 
“norm” of profits that may plague both big and 
little business after the war is held thoroughly un- 
sound but currently accepted as a temporary war- 
time. expedient in the interest of “holding the line.” 

Should OPA insist upon application of the low 
mark-up policy well into the postwar period, it 
might well have a major effect on both producers 
and retailers promotional plans to obtain big sales 
volumes. Yet, it is contended, volume without a 
reasonable profit would be “profitless prosperity” 
that would not afford the necessary cushion against 
the day when high-level demand tapers off. Com- 
panies with high ratios of earnings on invested 
capital have less to fear in this respect. 

A scramble for big volume to maintain or improve 
earnings under narrow margins would in itself, 
however, tend to prove detrimental to operating re- 
turns since high-power promotion, as we all know, 
costs money. Also it raises the spectre of price wars, 
with resultant further narrowing of spreads. It is 
possible of course that such a threat will be coun- 
tered by raising of price ceilings in low ratio indus- 
tries; still the advantage seems to be distinctly on 
the side of companies able to provide their own 
cushion against future margin squeezes. 


























Selected Companies with High Earnings 
Ratios on Invested Capital 
1937 1939 1941 1943 
American Chicle ....... 37.1% 378% 312% 249% 
American Home Products 34.0 36.6 27.0 17.9 
Bower Roller Bearings . 30.5 22.0 23.1 16.7 
Bristol Meyers . . 31.9 30.6 31.2 22.6 
Bulova Watch . 34.7 22.8 23.8 15.9 
Chrysler = 33.8 21.5 20.5 15.9 
Cleveland Graphite Bronze 40.6 38.0 16.8 20.8 
Coca Cola ..... 38.7 37.0 30.6 26.5 
Dome Mines . . 48.4 465.1 38.9 29.7 
General Electric 19.0 12.1 15.7 13.3 
General Motors 19.9 17.6 19.3 13.7 
Homestake Mining 40.8 40.3 32.2 1.9 
Ingersoll Rand ..... 24.8 15.4 21.7 16.5 
Lake Shore Mines ...... 86.5 115.8 65.1 34.5 
Masonite 35.5 20.5 22.2 12.2 
McGraw Electric 32.6 36.2 29.1 20.7 
Philip Morris ..... 25.5 24.8 16.0 9.7 
Saucre DB . .. 29.5 21.6 44.3 25.1 
Sunshine Mining .... 220.4 86.6 51.8 23.9 
Vick Chemical ........... 34.5 26.9 25.9 21.6 
Wayne Pump ...... 34.9 17.0 17.5 13.8 
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in FLATIONARY forces bred of war prosperity 
have caused such a steady uptrend in real estate 
values in recent years that cautionary signals have 
been raised by farsighted observers who can see 
nothing but difficulties if the trend continues. 

The fairly successful stranglehold on inflation in 
its broader aspects achieved by the Government 
during wartime, extending to nearly all corners of 
our economic structure, will surely be pressed with 
even firmer grasp during the period of major read- 
justment which will follow the cessation of hostili- 
ties, when impacts of unpredictable dimensions and 
force may create serious problems. Real estate prices, 
however, elude the searching hand of Federal con- 
trol as they are less influenced by temporary rent 
ceilings and capital gains taxes than by predominant 
factors of demand and supply. 

The importance of avoiding runaway real estate 
values during the immediate postwar period is 
brought vividly to the fore by memories of their . 
crash not long after World War I, a major catas- 
trophe in our economic history which brought misery 
to millions of farmers, home owners and lenders of 
capital, as well as shaking our entire economic 
program off balance. During the current war period, 
inflationary pressure has already produced a signi- 
ficant and countrywide rise in both urban and rural 
real estate values, attended by an equally important 
upward trend in the activity factor. Whether or not 
strongly offsetting elements of a natural or artificial 
character will stabilize the possibly impending spiral 
presents an interesting study. 

While current conditions vary greatly from those 
of the first war, one striking fact is that a 36% in- 
crease in farm values, for instance, during the last 
four years almost exactly equals the relative rate 
of advance established between 1914 and 1918. This 
coincidence in itself is not disturbing as the current 
upward trend started at a lower level than that of 
1914, and in all reason is more healthy. Both periods 
were marked by several preceding years of fairly 
stable farming conditions, followed by four years of 
prosperity immensely stimulated by war. During the 
year following the Armistice in 1918, worldwide 
demand for food, while maintaining for the farmer a 
high level of income, also added to his already moun- 
tainous debts incurred through expanded purchases 
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of land at boom prices and of live stock, equipment 
and supplies at equally inflated figures. When natv- 
ral factors of demand and supply in 1920 kicked the 
props from under a dizzy price structure for com- 


modities, values of all farm assets suffered an 
equally abrupt shrinkage and in many cases these 
assets were rapidly taken over by creditors. 

The epidemic of farm foreclosures which swept 
the country, and the contraction in consumer demand 
from the nation’s important faifming population 
which in turn brought unemployment to numerous 
industrial workers, will not be easily forgotten. 
These historic facts are reviewed only because a 
speculative real estate boom is once more a distinct 
possibility, although in several important respects 
the country is far better fortified to withstand its 
impact than was the case in 1918. Washington is 
keenly aware of the situation and studying ways 
and means to minimize any possible threat from 
that source to the maintenance of economic stability 
so essential after conclusion of hostilities. 


The Farm Land Boom 


Still, the pressure of greatly swollen agricultural 
income is once more lifting farm values. Gross in- 
come of farmers in 1944 exceeded $21 billion, a peak 
record. After four years of intensive operations, 
aided by subsidies, floor and ceiling prices, farmers 
have been able to reduce mortgage debt by nearly 
a billion dollars, to build up their cash and deposits 
by $5,600,000,000 and their holdings of government 
bonds by more than $2 billion. During the same 
period farm values have increased by about $12 
billion with values of crops, livestock and equipment 
up by $9 billion more. On the whole, agriculture is 
in excellent financial condition. : 

As total available acreage of farm land through- 
out the country changes very little and annual volun- 
tary sales are limited in number, a leverage of 
swollen demand can push prices up very quickly 
and this is exactly what is happening. Sales of farms 
previously acquired by Government agencies or by 
institutions through foreclosure during the last 
decade have steadily dropped, until they are of less 
and less importance as market factors. Small won- 
der, then, if farmers in increasing numbers feel that 
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they can add to their newly-won bonanza by pur- 
chasing of more land, and they can afford to pay 
mounting prdmiums for it. That just this process 
is already at work is evidenced by the fact that 
whereas old mortgage debts have been materially 
reduced, as previously stated, both the number and 
amount of new mortgages are now tending upwards, 
and farmers rather than urbanites are responsible 
for this trend. Personal and collateral loans also 
show an upward trend. During 1918-1920 personal 
loans of farmers increased by $1.4 billions, with 
an attendant increase in mortgage debt of about 
$3 billions during the same period. When the boom 
collapsed, the consequences were terrific, and the 
question now facing us is whether or not a repeti- 
tion is in prospect, and perhaps on an even larger 
scale. 


What About the Future? 


The fundamental danger now, as was the case a 
quarter of a century ago, lies in public disregard or 
ignorance of the ephemeral characteristics of land 
price structures. While the factor of price has been 
almost wholly responsible for the very substantial 
accumulation of liquid assets by the farmers, the 
time will inevitably come when readjusted world 
production of foods will create forces capable of 
leaping any artificial barriers of local price control, 
even if brakes continue to be applied. With a lowered 
sales volume — and sales value — of farm products, 
all other tangible assets on a farm suffer corre- 
sponding declines, especially the value of land. The 
fear is that these important facts may fail to ifm- 
press the minds of countless farm buyers in the 
future, the millions of returning soldiers which will 
be eligible to borrow the entire purchase price of 
new farms, and great numbers of war workers ready 
to realize their dream of life on the farm. Aside 
from the present attractive financial opportunity on 
the farm, the appeal of ‘mproved rural living with 
new cars, electrification, modern equipment, televi- 
sion and what not, will further stimulate demand for 
land in the country. A trend in this direction may 
even prove a somewhat stabilizing price factor, 
within practical limits, when cyclical swings 
threaten to upset values. Most certainly air transport 
will gradually shrink the most remote rural areas 
to almost suburban nearness, encouraging the own- 
ership of both a city and a country hdme by families 
of moderate income. 

In considering these possibilities, it may be sensed 
that the chief danger during the next two or three 
years lies in the manner in which the now prosper- 
ous farmers handle their liquid assets while price 
levels for their products remain fairly high. True, 
they probably will retire still more old mortgage 
debt and fatten their bank accounts at the same 
time, thus fortifying their financial position in even 
greater measure. After reconversion, however, the 
temptation will be strong and natural to start a 
wave of spending to secure long desired improve- 
ments to both farm and household, with expensive 
mechanized equipment, buildings, cars and livestock 
eating rapidly into accumulated funds and war 
bonds. Add the purchase of a neighboring farm to 
the list and the situation reapproaches the gilded 
heaven of 1918-1920. Memories of that, combined 
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with commonsense, may or may not suffice to keep 
the farming industry on an even keel during the 
throes of readjustment a few years from now. It 
is to be hoped that the road will be smooth. 

Of equal interest with the upward trend in rural 
land values is a similar rise in prices of city and 
suburban real estate in most sections of the United 
States. 84% of all cities report an average price rise 
in 1944 of 1214% for one family houses, with an 
upward trend in business property prices in 51% 
of reporting cities. In only 1% of all cities was a 
dip in the price level noted. Urban mortgages in 
1944 rose 20% in volume compared with 1943, with 
an increase of 33% in the number of individual 
transactions. Of house buyers, 80% bought for their 
own use, 14% for investment and 7% for resale. In 
New York City, 1944 sales of real estate in Man- 
hattan alone rose 60% in volume and 30% in num- 
ber, compared with the previous year. These brief 
figures tell their own story and clearly establishing 
both improved activity and volume in the over-all 
real estate markets of our larger cities, and the 
unmistakable trend towards inflation of values. 

In many suburban localities, especially near the 
important war centers, shortage of housing exists 
for families of both ‘middle and lower incomes 
classes, and in 95% of cities the same lack of hous- 
ing facilities is noted. Such conditions and figures 
are back of predictions that after the war, residen- 
tial building activity may run at the rate of a million 
houses annually for ten years to catch up with 
shortage conditions. Whatever the actual volume 
may amount to, however, mention is seldom heard 
of the consequent demand for millions of land par- 
cels upon which to build the homes. Only slum hous- 
ing projects enjoy rights of eminent domain. The 
potentials, therefore, for a steady speculative rise 
in residential land are obvious. Informed sources also 
prophesy an increase in urban population after the 
war, with resultant upward price pressure on city 
land suitable for apartments. High operating costs 
and rent ceilings have slowed the demand for busi- 
ness properties, but the current huge volume of 
idle investment funds will certainly find a substan- 
tial outlet sooner or later in this field and will have 


to raise bids to get it. Expressive of these poten- 


tialities are the sharply improved quotations for 
real estate bonds, which during 1944 in New York, 
for example, have risen to (Please turn to page 537) 
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ANGLO-AMERICAN oil agreements have met with 
a snag and the President has asked the Senate to 
withhold action until revisions are made. Frank 
admission that the draft didn’t achieve the objec- 
tives or remove bases for misunderstanding, pre- 
ceded withdrawal of the treaty. Forecast is that the 
Big Three will return a new framework but that 
there will be long delay before a new pact is put 
in shape for Senate consideration. 





Washington Sees: 


Regardless of what happens on Capitol Hill, 
Henry Agard Wallace will be the chief dispenser 
of government capital loans, architect of the 
60,000,000-job structure that the Administration 
in Washington intends to build. 


t is a mistake to assume that enactment of the 
George Bill divorcing lending functions from the 
Secretaryship of Commerce relegates that office 
to research and clerical rank. Sight must not be 
lost of the fact that the War Powers Act — 
which supersedes almost all statutes and never 
has been held by the courts to have limitations 
—gives the President the power to reshuffle fed- 
eral agencies if he believes it is in the interest 
of the war effort. 





Reconstruction Finance Corporation is not a 
policy-making entity; it makes loans when ordered 
to do so by the War and Navy Departments. 
And FDR is Commander-in-Chief of those agen- 
cies. So if Mr. Wallace were to obtain control 
over the Foreign Economic Administration (which 
has under its wing the Export-Import Bank, U. S. 
Commercial Corporation, the Rubber Develop- 
ment Corporation, and the Petroleum Reserves 
Corporation) he would have the nucleus of a vast 
fiscal control to which additions might be made 
by Executive Orders. 


FDR sometimes gives in, never gives up. He 
will accept the George Bill. But it is erroneous 
to assume that is a fundamental switch from his 
original plans for Wallace. 
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WAR CONTRACTORS “want out” and don’t seem 
interested in the terms. Because of renegotiation, 
high taxes, and the continued high level of war pro- 
duction, many are willing to settle either without 
any claim, or without insisting on the costs or profit 
to which they are entitled. In 183 out of more than 
500 actual cases reviewed by the Director of Con- 
tract Settlement, profit was neither claimed nor al- 
lowed. Where allowed (in 366 cases) average was 
5.3 per cent. 


CONSTITUTIONAL amendment to put a limit of 
$25,000 on “take home” income has reached the 
maximum of its strength and from this point out 
will lose ground, unless all present indicators fail. 
State legislatures are showing marked coldness. But 
more significant, some states which already had 
approved are discussing repealers and at least one — 
Arkansas — already has reversed itself. Many of 
the ratification votes are believed to have been 
“cashing in” of campaign promises on a generally 
misunderstood program. 


DISCUSSION of RFC and other financing agencies 
of the Federal Government has pointed up thinking 
on public corporations of which there is a huge 
network in Washington and will result in legislation 
to bring them more closely under the control of 
Congress. The Wallace nomination opened up a line 
of inquiry that enlightened the solons on how fed- 
eral funds are doled. Senator Byrd of Virginia, has 
been trying for two years to take in the slack of 
Government operations but it took the Wallace issue 
to dramatize an otherwise cold subject. 


SOVIET TROOPS are marching on Berlin in United 
States-manufactured shoes and firing ammunition 
and guns which were made in this country. The 
supplies sent to the Red armies are only a part of 
their requirements but they offset a probable too 
little-too late, says Leo T. Crowley of the Foreign 
Economic Administration. And Stalin realizes it. 
His willingness to meet in international conference, 
contrasted with an aloofness last year, is the proof. 
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Injection of controversial amendments on the work-or-fight © 
aspect of manpower control will plague Congress long after the bill 
is disposed of, be constant source of difficulty to the administer- 
ing agéncy. PAC-supported lawmakers didn't relish the test of 
their love for labor, still are hearing from it. 


Fate of the new effort may be decided thousands of miles 
away from Washington -- on the fighting fronts. Decided improvement 
in the fortunes of war on two embattled continents already is sapping 
early enthusiasm for a law with teeth. 


Senate has approved continuance of the probe of petroleum 
resources in relation to national welfare. Authorized last March it 


had only the spadework in when adjournment of the 78th Session automat- 
ically halted the inquiry. 


The liquor industry study didn't fare so well. Senators thought there were 
more important matters on hand than the alcoholic beverage supply and price situa- 


tion, refused to appropriate funds to continue it. Senators members can devote their 
time and effort to more worthwhile subjects, was the explanation. 


Harry Hopkins' proposal that a perpetual army of occupation be set up in 


Germany and Japan caused more than passing notice on Capitol Hill. Hopkins sat in 
on most of the important Big Three meetings, was believed to be stating beliefs 
not entirely his own. 






































If the Hopkins suggestion prevails, universal military training for teen- 
aged youths can be taken out of the debate category. It must then be accepted as fact, 
enabling legislation becomes mere formality. 








Petroleum products industries will center their attention on proceedings and 
decisions of the Foreign Ministers of the Americas whose meetings begin February 21 
in Mexico. 











Secretary Stettinius and Assistant Secretary Rockefeller are United States 
delegates. Speedy, successful conclusion of the war is the announced prime purpose. But 
also to be considered are "economics and social problems." The latter can readily be 
translated into oil. : 


Military planes handle the bulk of passenger transport in the transoceanic 
area immediately following the war. Air Transport Command will be one of the last seg- 
ments of the army to return to peacetime basis. 

















Conferences are going on between representatives of insurance companies and 
the War Department. Commercial insurance of passengers is up for action and the re- 
cord of accident "experience" is being worked out as a basis for premium rates. 











Food production quotas already threatened by military draft are due in for 
another setback by reason of slackened output of essential farm machinery. That 
traces back to lack of manpower. 











Schedules drawn at the same level as for 1944 are lagging at least 25 per 
cent on critical items. Emphasis will be placed on repair parts in the hope of stretch- 
ing the life of equipment already approaching obsolesence. 








This is one field of production not bottlenecked by materials scarcity. Mat- 
ter of fact, much of the machinery is partly fabricated and needs only assembling. 


Great Britain intends to lose no time converting to civilian production. 
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ith lend-1 F itain coul lan the future with certainty. 
-$ales arrangement removes that niieing Teper Py enables producers to estimate their 
future tooling requirements more exactly. 


While outright. e benefits the ed Kingdom, it not help the 
In es. It loo f 1 to civilian production, there, raises some bt 


whether England is going all~out on the Pacific war, from a production standpoint. 


Surveys have convinced Washington that all American republics stand in need 
of more transportation facilities if serious economic loss to business and trade are 


to be avoided. War demands and deterioration of facilities already have caused food 
shortages, price inflation below the Rio Grande. 


Nelson Rockefeller sees serious implications, says: "We in America must face 
the fact that if post-war security is predicated upon expanded international trade, 
increased economic development, afi higher standards of living, extensive improve- 
ment of hemisphere transportation will be needed". 


"Spot reconversion" will be talked of more when the Roosevelt-Churchill- 
Stalin conferences have concluded and the manpower bill is out of the way. The pro- 
gram stopped abruptly when the Nazi breakthrough came. 

















F.D.R. couldn't go into the Big Three meetings with a plea for greater part- 
icipation’ by other Allies, and with a record in his own country of movement back 
to civilian production. Some think that was a motivating factor in delaying conversa- 
tion. 








Absenteeism wasn't confined to the business desk and the factory work-bench 
in recent weeks. Leader of the fight against absence from war work, Paul V. McNutt was 


abroad looking over the fighting front; James F. Byrnes and Harry Hopkins, "Assistant 
Presidents", were overseas; Stephen Early, Presidential secretary in charge of dispens- 
ing war news, likewise was away; Secretary of State Edward J. Stettinius, also. 


Liberality again is in the air on Capitol Hill. Solons are vying with one 
another to think up bigger and better ways of parcelling out the taxpayers” money, 


subsidies are mounting. 


Authorized, on the docket, or pending are: flood control, one billion; 
rivers and harbors, one-half billion; roads, one and one-half billions; airports, 


one ond one and one-quarter billions. Subsidy possibilities ahead include educational pro- 


grams, public health plans, low-cost housing, farm price support, lend-lease renew- 
als, UN RR A, and public works. Prospective cost: about thirty billion dollars. 


Against this race to dole out money was the paradox of department coffers 
filled to overflowing. Agencies couldn't spend the money as fast as it is being forced 
upon them. As of October 1, 1944, there was an unexpended balance on hand of 151 billion 
dollars. Much of it, however, was covered in contracts already let but not paid for. 


Federally-owned war plants and military stations may yet pay their share of 
local taxes. Off the rate lists because states can't tax the federal government, these 


lands would be subject to tax under a bill soon to be taken up by the Senate. 


Enactment would solve a problem for hundreds of local tax collectors,:for 


many hundreds of corporations and individuals forced to pay increased levies as a 
result of the military infiltration into their communities. 
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Courtesy Dumont Television 


EXT to heat and food, the Frenchmen would 
probably like best some real hard money, mean- 
ing gold or dollar and sterling notes. A good guess 
is that that one out of five has a little hoard of 
his kind. Again and again, the French Government 
as ordered the people to declare and surrender 
such hoards but the people have steadily refused. 
Ask a Frenchman why and he will tell you to re- 
member what happened to his francs in the last 
thirty years. He places little trust in his own 
overnment’s success in the fight against deficits. 
Nevertheless it is a curious fact that the French- 
man continues to buy Government bonds, especially 
he kind that can be discounted at any time, and 
even to hoard franc notes. To all practical purposes 
here is little difference between the ever popular 
reasury bills and cash, and if both are held in 
enormous quantities, the only explanation must be 
that there is so much money about and so little 
to buy. The Liberation loan has not gone too well 
but the Government is not discouraged. Rather, it 
s determined to continue on its road towards greater 
nancial stability and is understood to prepare for 
Pefunding of five hundred billion francs of the 
national debt. Following the Liberation loan, the 
overnment proceeded to convert all outstanding 
overnment issues into 3% rentes. Now the plan 
to issue a new type of Treasury bond bearing 
‘progressive” interest rates in order to induce pur- 
hasers to retain the bonds until maturity. It is a 
hew effort to mop up the huge hoard of bank notes 
‘stowed away in wash tubs” especially among the 
beasant class. The bonds would be redeemable only 
qn sixty years but negotiable at face value at any 
ime, and therein lies the principal appeal to 
Poarders. 
Just how large the new bond issue will be has 
Bpparently not yet been determined, but it will no 
loubt be huge. France’s public debt last October is 
stimated at 1,500,000,000,000 francs, or theoreti- 
ally some $30,000,000,000 at the official exchange 
ate which admittedly does not represent the true 
urchasing value of the French currency. In this 
and total, Government bonds, whether in the 
orm of rentes or Treasury notes, figure at some- 
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thing like 1,000,000,000,000 (one trillion) francs, 
exclusive of municipal or similar loan issues. On 
paper, the debt should be even greater since the 
Bank of France advanced large sums to pay occu- 
pation costs. These however are to be covered by a 
special arrangement to be negotiated between the 
Government and the bank. 

The purge of collaborators is still going on and 
reveals one of the worst consequences of the German 
occupation in that it is dividing France into two 
camps and breeds a hatred between them which 
makes reconciliation difficult if not impossible. The 
political outlook therefore is extremely clouded and 
leftist tendencies continue to run strong, foreboding 
no good. Another evil that continues unmitigated 
is the black market, studiously encouraged by the 
Germans and acting like a strong economic poison. 
The black market has survived Liberation just like 
the hatred between Collaborators and Resisters. 
The difference is that there is no means of quickly 
purging the nation from the former. It has to work 
itself out through the coming years. Perceived as 
a source of profit, it has developed into a corruptor 
of morals; thus far the Government has never at- 
tempted seriously to interfere with it, probably 
viewing it as a hopeless task under present condi- 
tions of want and disorganization. 


Black Market a Necessity 


It is no exaggeration to say that those who have 
undertaken to launch the Fourth Republic on its 
career adopted the black market as their ally. Min- 
isters recognize its existence publicly. They must, 
because if it did not exist the people would starve. 
There was a time when they were so threatened, 
just after Liberation, because the black market had 
become disorganized. Since then it has reorganized 
itself and today it is working fairly well. 

Before there can be once more abundance of food 
or anything else, there must be not only production 
but some means of distribution. For goods other 
than food, there must be raw materials which can 
only be obtained abroad. Food distribution has been 
hampered by disorganized transport and distribu- 
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tion systems, and by the Government price policy 
which heretofore has been to block increases. Far- 
mers were reluctant to sell at legal prices when the 
black market was willing to buy at much higher 
levels. Manufacturers discovered that they couldn’t 
cover production costs and threatened to close their 
plants. Thus retreat to a new price line became in- 
evitable and the Government at last announced of- 
ficially that it will modify its price policies. Whether 
the new price line can be held depends not only on 
the Government’s firmness but on an increased flow 
of imports and favorable progress of the war. 
* * * 

Interest in plans for the restoration of British 
foreign trade after the war has been intensified by 
disclosure that the British Government has already 
taken a number of steps designed to aid in the 
recovery of foreign markets. Lord Woolton, Minister 
of Reconstruction, has made public details of a legis- 
lative program broadening the scope of the export 
credit insurance plan, an important feature in Brit- 
ish foreign trade even before the war. Under the 
new program, the limit of governmental liability on 
guaranteed export credits would be raised to $800 
million from $300 million, and the Government would 
be authorized to issue credit insurance on contracts 
for construction work abroad. This would give Brit- 
ons an important advantage in competing for re- 
habilitation work in European countries. 

Also, in the last six months, over 1,500 business 
representatives have received permission to visit 
foreign markets; and 800 British industrialists have 
been given leave to complete designs or build samples 
of goods to be made after the war. The Government 
intends to send a large number of special marketing 
experts abroad and a Council of Industrial Design 
has been created to help industries in their efforts 
to turn out products that will appeal to foreign 
buyers. Britain, in short, is getting set for a deter- 
mined postwar drive for export outlets and making 
no bones about it. 

bo * * 

Belgium is in the throes of severe political tur- 
moil and before this is going into print, the Pierlot 
Government may have been forced out. It is inter- 
esting that while politically the Pierlot Administra- 
tion is considered to be to the Right of the French 
Provisional Government, its social and economic 
policy has so far been more radical and “leftist” 
than that of its neighbor. Politically, the Pierlot 
Government runs the risk of arousing very strong 
opposition alternately from the Right and Left. This 
was made apparent when Finance Minister Gutt 
introduced the project of a capital levy on wartime 
profits and capital accumulation, and found himself 
severely attacked. Probably correctly, Mr. Gutt 
stated on that occasion that the war profiteers are 
afraid of this levy more than of imprisonment be- 
cause freedom is given back to people while taxes 
are not. 

The proposed levy is to be imposed on all real, 
but not nominal, capital accumulation that has taken 
place since 1940, a drastic measure indeed and hence 
highly unpopular. Capital increases up to 50,000 
francs will not be taxed. Increases between 50,000 
and 500,000 francs are to be taxed on a progressive 
scale, under which 70% to 100% of the real capital 
accumulation will be confiscated. The whole of war 
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profits over 500,000 francs would have to be re 
turned to the Treasury. 

Opposition in Parliament suggests that thi ‘ 
project should be amended and split up into tw 
measures; one providing for a progressive tax q 
capital and the other for confiscation of all profit = 
gained by former collaborators. But such an amend 
ment would probably complicate matters even mor 
and create innumerable political loopholes, it is felt 
Though formerly violently attacked by the Left 
the Pierlot Government is assured, in this matte 
of the support of all leftist parties which view thé 
measure as one of social justice. On the other hand 
the Catholic and Liberal groups are up in arms an¢ 
Mr. Pierlot finds himself severely shaken in his po 
sition. 

In other ways, too, things are going none to 
well. Food and fuel are scarce and the people ar 
disappointed and discontented. The broad politic: 
trend is distinctly towards the Left. 


. “a oe 


Down below the Rio Grande, attention is turning 
increasingly to postwar business. Brazilian business} 
men are pressing the Government for immediatd 
action to enable Brazilian ports to handle the greatly 
expanded foreign trade which they believe wil} 
follow the war’s end. Like most Latin Americar 
countries, Brazil suffered reduced imports, and the 
backlog of gold and foreign exchange will permij 
an expansion of imports after the war far abovd 
any prewar level. Business recalls the congestion oj 


harbors and warehouses which followed the last war} not 
Ships were held up, pilferage at the docks mounted} sta 
as did customs fines. Increased costs had to be — ma 
on to the customers who complained bitterly. Witl} anc 
this in mind, a group of Rio merchants have peti} ten 
tioned the Government, outlining measures to aver} for 
repetition of these experiences. tha 





The steps proposed would require purchase of on 


building materials, cranes and numerous repair part} and 
for lifting equipment, locomotives and freight cars} ve\ 
dredging equipment and other dock facilities from} Inv 


the United States but chances are that the Brazilians E 


cannot get it from us before the war’s end. So Braj con 
zilian businessmen are worried. Inv 
se It i 

Nearer by, in Mexico, the country’s industrializa- ™ 
tion program is being pushed in earnest. To that wal 
end, a $383 million program has been evolved, call} 51: 
ing for heavy American imports, mainly of capital ¢, ; 
goods. Projects approved foresee imports of a mini- fine 


mum of $94 million worth of capital equipment li 
through 1947, and another $43 million worth in} May 
1948, with further amounts spaced out thereafter Apy 
according to needs and availability. Curiously} jnt, 
enough, but true to form, the Mexicans make it 
clear that they are not interested in American in- 
vestment capital because “of the fear of exploita 
tion.” Mexican law already prohibits American own; 
ership of the controlling interest in any Mexical 
company. Thanks to heavy American war-time pur 
chases of Mexican minerals and other vital com 
modities, Mexico now has adequate dollar exchange 
with which to carry out its entire industrializatiomiges ‘ 
plan, more or less on a cash basis. sy 
Mexico is particularly interested in building uj. 
industries such as metal- (Please turn to page 538)—@iue 
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PART II 


Prospect and Ratings for Merchandising, Build- 


ing Stocks, Rubbers, Chemicals, Movies, Liquors 


js maintain a satisfactory dependable income 
from security investments and to protect — if 
not enhance — capital values in the face of con- 
stantly changing conditions has always been a pri- 
mary investment consideration. In this era of rapid 
and frequently profound shifts in outlook — with of- 
ten incisive repercussions on investments — the need 
for watchfulness hardly requires emphasis. More 
than ever, investors must be alert, must keep posted 
on trends and developments to guard against risks 
and take advantage of opportunities. Methodical re- 
view and judicious stock-taking is indispensable for 
investment success. 

Equity values are never static. Even under normal 
conditions, changing circumstances can affect the 
investment status of securities in an entire industry. 
It is doubly true today as we head into the decisive 
phase of the war in Europe and approach the drastic 
economic changes that will inevitably follow the 
war’s end. To keep informed and prepared against 
contingencies has always paid off. It will no less 
so in the period of uncertainty which will mark our 
final passage through war to peace. 

It is to serve this need for watchfulness that the 
Magazine of Wall Street presents its Security Re- 
Appraisals and Dividend Forecasts at six months’ 
intervals in addition to its regular coverage of eco- 
nomic and industrial developments of importance 
to investors. To make this service of maximum use- 





fulness to readers who collectively own shares in 
many hundreds of corporations, and especially to 
permit convenient comparative evaluations of hold- 
ings, we have endeavored to present as concisely as 
possible the most pertinent information and ratings 
on the maximum possible number of companies. 
Each tabulation is preceded by an amply extensive 
analysis of the position and prospects of the respec- 
tive industry. When studied jointly and carefully, 
we believe that the material offered constitutes the 
most practical and useful “bird’s-eye” view that can 
be devised. 


The key to our ratings of investment quality and 
current earnings trend of the individual stocks — 
the last column in the tables, preceding comment — 
is as follows: A+, Top Quality; A, High Grade, 5, 
Good; C+, Fair; C, Marginal; while the accompany- 
ing numerals indicate current earnings trend thus: 
1— Upward; 2— Steady; 3— Downward. For ex- 
ample, Al denotes a stock of High Grade investment 
quality with an Upward current earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded 
as having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should, of course, be timed with the trend and in- 
vestment advice regularly offered in the A. T. Miller 
market analysis in every issue of this publication. 
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Under Tighter 
Supply Control 


Neen trade is making a wonderful showing 
judging from current trade. statistics. New 
York’s Christmas business exceeded all previous rec- 
ords, and sales for the month of December were 
14% over the previous year despite one less shop- 
ping day. On December 7th, Macy grossed $1,000,000 
—a record day, and many other stores also hung 
up new records. 

These records were established despite shortages 
of merchandise in many lines. Linens, handkerchiefs, 
draperies, floor coverings and similar textile prod- 
ucts were below normal supply, hence sales gains 
could not be made in those departments. Other back- 
ward sections were jewelry, handbags and furs 
where the 20% sales tax retarded buying. Shoppers 
are said to have concentrated on quality items, thus 
boosting dollar sales in relation to actual goods turn- 
over. However, the number of transactions was 
figured at 10% over last year. 

Even larger gains were registered for the nation 
as a whole; for example, in the week ended Decem- 
ber 23rd, U. S. department stores sales were 28% 
over last year, and the unadjusted weekly index 
(1935-39 — 100) shot up to nearly 370 (though at 
the year-end it dropped to 120). During January, 
gains over last year were less spectacular, possibly 
due to the cold weather in New England and New 
York. In the four weeks ended January 27th, de- 
partment stores in the Boston District showed a 
10% gain over 1944, and New York City 7% — 
though these figures were substantially better for 
the week ended January 27th (Boston 16%, New 
York 18%). Philadelphia and Cleveland made simi- 
lar mediocre gains, but other sections were 10-16% 
ahead of last year for the month of January, so 
that the U. S. total worked out at 11% (these com- 
parisons are for Federal Reserve districts, not for 
the cities named). 

Apparel stores are running better than department 
stores, at least in New York City, where there was 
a 20% gain in the 4 weeks ended January 27th. 
Stores in New York City ran ahead of the New 
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BY 
GEORGE W 
MATHIS 


Despite shortages of merchandise 
in many lines shoppers continue 
to crowd the nation’s stores. 


York district (which included blizzard-swept areas 
upstate). Despite absence of the usual “promotions” 
of white goods, furniture, rugs and similar merchan- 
dise, recent department store sales in New York 
and Brooklyn (according to a special survey by the 
New York Times) were 17% over last year and 
reached a record high, with one gain of 29% regis- 
tered. About 5% of the January gain was accounted 
for by an extra business day (absorbed from De- 
cember). Stores with more modest gains were mainly 
establishments which specialize in home furnishings 
and cotton merchandise, now scarce. However, sales 
of soft goods were in big volume with gains as high 
as 40% or more. The best January volume was said 
to be in groceries, men’s shoes, liquors, men’s and 
boys’ clothing, certain housewares, hosiery, notions 
and stationery. Women’s shoes gained in some cases 
and the volume of fur business improved as a result 
of seasonal mark-downs. 

With war developments moving rapidly in Europe, 
hope has revived that the end of the conflict in that 
theatre may come this year. But the temporary re- 
versal due to the German “bulge” in Belgium some 
weeks ago apparently hardened public opinion, and 
Government policy appears to be taking advantage 
of this to modify last summer’s 30-40% reconversion 
program after V-E Day. Recent reports or rumors 
have been that military production will be held in 
high gear even after that date. It is now said that 
instead of salvaging and shipping war stores re- 
maining in Europe after V-E Day, they will be left 
there, and instead a fresh supply of munitions will 
be produced and shipped direct from the U. S. to 
the Orient. While this is more expensive, the ex- 
pectation is that it will mean a big saving in time 
and thus may shorten the Japanese war. If this 
policy is pursued, we are likely to have a continua- 
tion of present retail trends throughout 1945, in- 
stead of the “partial reconversion” period generally 
forecast several months ago. 

While there may be some slight letdown in na- 
tional income and spending in 1945, retail trade 
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statistics should continue in a favorable trend, with downs and special sales, fewer returns of merchan- 
=—— | the exception of those stores or departments hard dise are allowed, and OPA price ceilings are largely 
Ss hit by shortages. Furniture stocks are becoming in- offset by the scarcity of low-grade and medium- 
creasingly difficult to replace, for example. In gen- grade merchandise. 
____ [ eral, however, these shortages may be largely offset But the outlook for profits seems less favorable 
_ (in diversified lines) by increasing emphasis on high- than for gross sales. The Government is making a 
quality and high-priced merchandise, which tends special campaign to improve the supply of lower- 
to increase sales figures in relation to physical in- priced clothing; whether this will prove entirely suc- 
ventory turnover. It is much less necessary than cessful remains to be seen. The idea is to combat 
formerly to “promote” merchandise — with the ex- the game which has developed of “over finishing” 
ception of furs and some other luxury lines tem- and “fancying-up” fabrics (particularly children’s 
porarily over-stocked. There are now fewer mark- clothing), which raised (Please turn to page 537) 
W e tenet Os eteemenmemmamanaaed 
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Position of Leading Merchandise Stocks 
Net 1936-9 Est. 1936-9 
Book Quick Avge. 1943 1944 Avge. 
Company Value Assets Net Net Net Div. 1944 Invest- COMMENTS 
er ~ er per o Div. ment 
~~ ; Share Share Share Share Share Share Paid Rating 
X Allied St ee ee he a 317 $325 $005 $1.00 BI “With heavy ital | , the stock of thi 
— ied Stores $17.70 $2.00 $0.79 $3.17 $3.25 $0.05 $1.00 BI With heavy capital leverage, the stock of this 
yntinue time advance. Conservative dividend policy has 
ee peer built up assets. Further appreciation possibilities. 
Ameri St 1 . 24. 4 s a - R A 2 Food chai ith 2056 st tly in P I- 
ial lca uae a OF a 1.20 — 1.00 C-+2 vonlell en Stable cacerd, bet ditions enum 
over-liberal and post-war prospects unexciting. 
ee Strong current position. 
areas Arnold Constable 15.71 10.60 0.85 1.12 1.20Ja 0.75 0.50 Bl New York department store specializing in wom- 
. ” en's wear. Current position excellent (net current 
LOns assets nearly equal value of stock) but earnings 
-han- i aman record rather drab. { 
York ABest RCo. 40.36 22.53 3.83 4.09 3.50Ja 2.65 2.00 A3 Very sound record of earnings and dividends, 
th ____ strong financial position. Principally women's 
‘ e wear (New York). Stock offers fair yield (over 
and 5%), with stability (no leverage). 
egis- Davega Stores... 12.73, 9.00 0.52, '11.04 = 0.80 Ma_—s0=.50 0.30 C3 Sporting goods chain plus accessories, largely 
New York, with irregular record. Sales retarded 
nted by lack of merchandise. Post-war prospects good, 
De- despite competitive conditions. 
ainly Federated Dept. Stores... 34.49 5.00 2.36 3.56 3.50 Jy 1.50 1.50  B2 Controls five big department stores, plus others; 
: earnings and dividend record quite stable, 
LINg’s despite leverage. Yield satisfactory, stock has 
sales moderate appreciation possibilities. 
high First Nat. Stores... 32.46 19.00 3.60 2.73 2.75 Ma 2.75 2.50 B2 New England grocery chain with remarkably 
. steady record of earnings and dividends. War- 
said time trend slightly disappointing. Strong financial 
and position, good yield. 
Fions X Gimbel Bros. ........... 29.48 Nil 0.55 2.10 2.80 None 0.90 C-+1 Record unfavorable for many years but shrewd 
, 5 war-time policies have improved earnings sub- 
aSeS ws stantially, and common stock with its high lever- 
sult age has benefitted accordingly; common divi- 
dends initiated 1943. 
rant, We Ve. ccc 30:37 WOO 286 -2.91 3.00 Ja 1.26 1.40 BI Third largest variety chain. Good financial posi- 
rope, tion, some leverage. Dividend rate ultra-conserva- 
tive, yield modest. War-time record disappoint- 
that ing due to ceilings and taxes. 
7 Ye- W Green, Fi LE. 2022 4.87 3.03 3.78 3.50 2.12 2.50  B2 Variety chain in thirty states, built on remains of 
me several important chains (Grand, Silver, Metro- 
politan) which over-expanded in 1920's. Earnings 
and and dividends stable, stock has acquired invest- 
tage bs ny eee ee a ee) ens status. 
sion Interstate Dept. Stores... 20.36 13.70 1.10 3.22 3.00Ja 0.81 1.00  B2 Good growth record, net quick assets substantial 
in relation to price. With two-thirds of sales to 
nors factory workers, company has ‘'cashed in" on war 
d in A spending. Satisfactory yield. 
that Jewel Tea EE 9.00 5.58 1.69 2.00 2.79 1.40 Bl Leading exponent of direct-to-consumer sales, 
with truck routes in 43 states; growth hampered 
re- by transport difficulties, but post-war outlook 
left good. Sound financial position maintained. 
will Kresae, S: S: a IS A OOF VISA 1.50 1.29 1.20 A2 Ranks next to Woolworth. Record extremely 
: steady, good current position maintained. War- 
. to time record rather disappointing but stock has 
ex- investment quality. 
ime ress, <9. fl. 2.25 sass AOE 11.83 1.98 2.16 2.00 1.20 1.60 B2 ‘Fifth largest variety chain with strong finances 
“4 and good war-time earnings. Moderate yield re- 
this flects investment caliber. Sales per store well 
1ua- above average. 
in- Lerner Stores... 9.89 4.17 432 1.57* 2.00Ja 2.00 0.83* Bl Large growing chain in women's popular-priced 
apparel, with self-service. Company benefitted 
ally heavily by war-time spending, and “leverage” 
— table continued on following page — ae 
bok d—Deficit. Ja—Year ended January. Ma—Year ended March. Jy—Year ended July. *—On split-up stock. 
LY ALE LANE EEN TT TT I ST LETS TT OTT I BE I EMG NE! i TIRE LVRS TR ESE eine enna seine 
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Position of Leading Merchandise Stocks—continued 














Net 1936-9 Est. 1936-9 
Book Quick Avge. 1943 1944 Avge. 
Company Value Assets Net Net Net Div. 1944 Invest- COMMENT 
ed - ‘od ‘od od = Div. ment 
Share Share Share Share Share Share Paid Rating 
Macy, R. H. .. ee 6.14 2.08 2.14 2.40 Jy 2.19 2.00 BI Owns largest department store in New York plus 
several in other cities. Earnings slightly irregular 
and disappointing. Liberality of dividends may 
have retarded growth, and taxes are heavy. Yield 
satisfactory. | 
Marshall Field 23.19 Nil 0.83 1.19 1.50 0.07 1.00 Bl This big Chicago store has had very irregular 
record since 1929, despite prestige of family rec- 
ord. Stock has considerable leverage. War-time 
record not impressive, but big gain estimated for 
1944. Yield satisfactory. | 
May Dept. Stores ....... 49.76 27.20 3.70 4.03 4.10Ja 3.31 3.00 A2 Successful chain of six large department stores. 
Earnings record excellent though currently handi- 
capped by heavy taxes. $3 dividend rate, while 
liberal, appears a fixture. Financial position 
strong. 
McCrory Stores .. . 14.15 1.82 1.87 2.01 1.90 0.56 1.00 C2 Sixth largest variety chain with 20! stores. Finan- 


ces fair; substantial senior securities ahead of 
common. However, moderate dividend policy is 
improving current position. 





McLellan Stores ....... 865 3.56 1.11 1.54 1.30Ja 0.69 0.85 C-+3 One of the smaller chains, its 230 stores being 
mainly in smaller farm communities. Finances 
satisfactory and are being improved through con- 
servative dividend policy since 1937. 





Melville Shoe .... . 7.84 3.33 4.75 ZA7 2.00 4.25 2.00 B3 Extensive shoe chain, also manufacturer since 
1939; now does important war business. Earnings 
and dividends stable, but liberal payments has 
retarded growth. Dividend yield attractive. 





Second largest mail-order chain, sales around 

Montgomery Ward ..... 47.89 37.30 3.86 3.69 3.50 2.38 2.00 B83 SunMinIL Uecelnas Gandy, SRS @etdande aoe- 
servative. Temporarily handicapped by army 
operation, immediate stock outlook hinges on 
litigation with Government. 




















Newberry, J.J... 54.71 8.42 5.20. 7.58 7.00 2.33. 2.40  B2 Medium-priced variety chain. While less well- 


W Penney, J. C. . 


| ~ Reliable Shores 


Soars Recheck _ “55.85 37.00 5.49 5.81 5.50Ja 4.75 4.25 A2 Biggest retail distributor with good growth rec- 
Shanes, F ©. 1755 7.51 0.60 1.39 1.45 0.73 1.00 Bl Eastern restaurant-candy chain. Company bene- 


X Spiegel, Inc. 8.62 5.32 1.54d 2.22 Nil 0.64 ~—SNil._~—C1_—sSmall_mail-order house, highly erratic record. 


d—Deficit. Ja—Year ended January. Ma—Year ended March. Jy—Year ended July. *—On split-up stock. 


Murphy, G. C. 40.22 10.60 5.75 5.33 5.30 3.35 3.00 B2 Company has remarkable growth record, both 
gross and nef. Finances fairly strong. Operates 
207 low-priced variety stores in east. Price of 
stock reflects growth factor. 

National Tea ABO 5.80 dl.13 0.44 0.75 0.23 0.25 Cl Chain of 831 food stores, principally in Chicago 
area. Earnings and dividend record mediocre; 
payments omitted 1938-43. Advance of past two 
years appears to discount dividend resumption 
and improved earnings. 








known, company's record compares favorably 
with leaders. Conservative dividends since 1928. 
Stock appears attractive investment on earnings 
ratio (around 10). 








f 4 Largest chain of junior department stores—over 
5.50 5.00 AS 1,600. Good growth record, stable earnings, gen- 
erous dividends. Good working capital position, 
no senior securities. Sound investment status. 
Handicapped by huge taxes. 


36.51 27.50 6.44 652 6.10 





‘ Small chain of furniture, clothing and jewelry 

24.49 22.30 1.52 2.47 2.05 0.69 1.00 C-+3 stores. Handicapped by current difficulty of re- 
placing merchandise. While earnings and divi- 
dend record irregular, net quick assets per share 
exceed current price, yield liberal. 








44.361 7.30 : 4.32 4.68 5.60 2.00 3.00 BI Second largest grocery chain with growth record. 
Good working capital position, but senior securi- 
ties heavy. Dividend fairly liberal. 





Safeway Stores 





ord. War-time earnings well maintained consid- 
ering shortage of heavy merchandise. Financial 
position very strong, stock has investment caliber. 





fitting by war conditions. Earnings record fair, 
dividends liberal, strong financial position main- 
tained (no senior capital). 








With high leverage, common is an_ interesting 
post-war speculation due to sharp flucfuations. 
Net working capital still substantial in relation 
to price, despite 1942-3 deficits. 
Woolworth, F. W. 21.84 6.24 3.19 2.26 2.10 2.40 1.60 A2 Biggest variety chain with stable earnings and 
E dividends. Stock sells on investment basis with 
rather low yield. Foreign stores may gain after 
the war. 
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Movie Stocks Now and In Post-War 





ea ae 


¥ ewe motion picture business will emerge from the 
war with greater stature as an industry than 
ever before, in the strongest financial condition in 
its history and, almost certainly, with an increased 
number of “fans” both in this country and abroad. 

The high level of consumer purchasing power, to- 
gether with wartime restrictions on other forms of 
diversion will continue as powerful supporting fac- 
tors of industry earnings at least until the end of 
the European war. While attendance has probably 


reached its peak, with paid admissions now running 


in excess of 95,000,000, this level is likely to be 
maintained for some time. Resultant box office pros- 
perity should continue to hold film rentals at present 
high rates. Moreover, foreign revenues are expand- 
ing and with motion picture production abroad re- 
duced to a minimum, heavy demand for American 
films promises to hold up well, with gratifying finan- 
cial results for American producers. 

Following early war-time operating difficulties, 
production handicaps have by now been reduced to 
a minimum though operations are far from running 
along former conventional lines. Still and all, the 


MORGAN 


industry has been able to translate handicaps into 
mounting revenues; as a result, it ranks today prob- 
ably among the most prosperous despite drawbacks 
incidental to war-time operations. 

While film rentals rose, extension of the hold-over 
policy of first-run films has permitted reduced pro- 
duction schedules, offsetting higher costs and greatly 
cutting amortization charges. The sizable backlog of 
films, at the start of the emergency, materially aided 
the carrying-out of the industry’s shortened produc- 
tion program. It was further assisted by a moderate 
retreat from double-feature programs, reducing 
costs and “stretching” available productions over a 
longer period. The doubling of the former 10% ad- 
mission tax was readily passed on to the customers 
without adverse effect on attendance. 

As a result of the measures outlined above, the 
initial 25% curtailment of film supplies was over- 
come without hamstringing the production effort. 
Over the last year or so, the supply situation has 
steadily improved and available film is now quite 
ample for current and prospective needs. 

Continued emphasis on (Please turn to page 538) 

































































SEE treet eas 4 
e e e e e 
Position of Leading Motion Picture Stocks 
Net 1936-39 1936-39 1944 
Book Current Average 1943 1944 Average Divi- 
Value Assets Earnings Earnings Earnings Dividend dends Invest- COMMENT 
per per per per Per Per per ment 
COMPANY Share Share Share Share Share Share Share Rating | 

WwW Progress in improving debt position con- 

= oan $20.43 $7.41 0.75 2.12 Ag 1.87 Ag None None C+2 tinues but will probably further slow the 
return to dividend resumption. Earnings 
outlook favorable though rising costs may 
reduce near-term operating income. 

WL y e:. - A é Outlook extremely favorable and earn- 

oy 7“ i sai 8.01 Ag 8.58(c) 4.25 4.00 Al ings and dividends should continue high. 
Stock has investment caliber, in view of 
excellent back record. 

Radio-Keith-Orpheum 8.48 4.87 (a) 2.16 2.00 E None None C-+2 With profit outlook good and. preferred 
arrears cleared, a common dividend may 
be forthcoming Company's over-all stand- 
ing improved by war-time experience. 

X Paramount 24.94 11.27 1.08 3.85 450E 0.04 1.80 Bl Larger operating income indicated over 
near-term but EPT will moderate effect on 
final net. Dividends should continue at 
recently increased rate. 

W Twentieth Century Fox 19.43 2.22 3.15 5.37 6.55Se 1.88 2.00 Bl Outlook points to further operating gains 
but higher EPT will restrict earnings im- 
provement. Dividend secure. 

Columbia Pictures 35.72 41.74 1.90 436Je 489Je 0.75(b) 0.50 C-+1 Taxes will hold down further gains but 
earnings should continue high. Further 
dividends expected. 

Universal Pictures 19.36 28.13 def 3.64 6.570c 5.10E None 2.00 C-+2 Well sustained earnings anticipated and 
$2 annual dividend appears secure. The 
80% tax ceiling protects against higher 
tax liabilities. 

Consol. Film Industries 9.76 12.36 def0.20 def 0.42 0.30E None None C2 ~—_Lacks worthwhile earning power. Stock 
unattractive in view of mounting preferred 
arrears. 

Technicolor 7.04 4.90 0.89 haz 1LI0E 0.81 0.50 C-+2 Despite mounting operating income, gain 
in net retarded owing exhaustion of EPT 
carry-over credit. Long-term growth pros- 
pects promising. Dividend may be 
increased. 

(a)—Not relevant due to reorganization. (b)—Plus stock dividend. (c)—Year ended June 8, 1944. 

Year ended Je—June 30; Ag—August 31; Se—September 30; Oc—October 31; E—Estimated. 
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Photo by United States Rubber Co. 


BY FRANCIS C. 


Hennes chemical industry, sometimes considered a 
mysterious business with an unpronounceable 
language all of its own, continues working at high 
speed to help win the war and at the same time 
assist other industries in the production of nearly 
everything sold to the consumer. Although few of 
us ever consciously buy chemicals as such, a penny 
or so of nearly every dollar we spend for a multitude 
of items goes to the chemical industry. Because of 
the latter’s role as a vital supplier of both primary 
and secondary industries, prewar sales of chemicals 
by domestic producers have mounted progressively, 
reaching an annual volume of nearly $1 billion and 
placing the industry among the first dozen in na- 
tional importance. War-time sales more than doubled 
peace-time volume, with the peak reached in 1943; 
since then there has been a gradually declining trend 
in over-all output until late in 1944 when stepped-up 
demand again asserted itself in terms of rising 
production schedules. 

Indicative of the upward surge of demand for 
chemical production under the spur of all-out war 
is the fact that over $1.2 billion have been invested 
in the chemical war program since 1939; about one- 
third of this amount represented private capital. 
Today’s productive capacity, taken as a whole, is 
now big enough to produce about three times the 
tonnage of chemicals sold in 1940. This makes a 
fairly sharp decline in total output inevitable when 
the war ends but hopes are that the decline will be 
temporary rather than permanent. 

Just as World War I, by stimulating research to 
capture markets here and abroad formerly occupied 
by German sources, marked the real starting point 
of the industry’s growth to big business dimensions, 
so the present conflict, resulting in numerous new 
developments and processes, constitutes the begin- 
ning of a new development phase which promises to 
bring the industry ever closer to the consumer. 
There is no indication that the industry’s long-term 
growth is approaching the end of its cycle; rather, 
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Another Look 
At The 


CHEMICALS 



























FULLERTON 


intensive research is steadily opening new vistas 
of great promise. 

Research of course has been back of the remark- 
able progress made over the past decades and espe- 
cially since the war. Of late it has been carried on 
on a scale of between 15 and 20 times as much, in 
proportion to sales volume, as the average Ameri- 
can manufacturer pays. Successful research always 
benefits the consuming public but not necessarily the 
stockholder, yet to judge by the popularity of chem- 
ical shares, the investing public seems to approve 
such heavy outlays, realizing full well the eventual 
advantages. Significant is that most chemical com- 
panies stress the kind of research that results in 
new products rather than the kind that merely aims 
at maintaining existing standards or extending the 
usefulness of existing products. They are, in short, 
reaching out for new methods and processes, new 
products and new markets, making for continuous 
expansion and diversification. And therein lies as- 
surance that the industry’s greatly expanded ca- 
pacity can eventually put to profitable use in the 
postwar era. 

Generally chemical manufacturers today have a 
wide diversity of products and a relatively small 
area of direct competition. A stabilizing factor is 
that chemicals are sold not only to the capital goods 
industries but increasingly also to consumer goods 
industries such as food and clothing for example. 
While chemical production follows rather closely the 
trend of general business activity, it is less subject 
to extreme or rapid fluctuations in demand than 
most cyclical industries. This welcome characteris- 
tic may be further strengthened by the latest trend 
especially among the large chemical producers who 
seem to be placing increasing emphasis of functional 
combination of technology, chemistry, engineering, 
physics, etc., aiming at efficient and profitable serv- 
ice to the ultimate consumer rather than extension 
of markets for any given product or material. Even- 
tually, this trend should (Please turn to page 544) 
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Net 
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1944 
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Position of Leading Chemical Stocks 


1936-9 
Avge. 
Div. 


ton 





COMMENT 





W Air Reduction $16.33 








$6.63 


$2.28 $2.41 $2.03Se $2.00 


$2.00 


A2 


Well sustained demand for industrial 
ases and welding equipment probable. 
a may dip on narrowing margins 
but $2 dividend seems safe. 





Allied Chem & Dye........104.34 


55.33 


9.51 8.59 8.00 Est. 6.75 


A2 


1944 earnings somewhat reduced by taxes. 
Highly diversified production bolsters 
longer range outlook. Liberal dividend 
payer. 





Amer. Agri. Chem... 35.41 


23.74 


1.96(a) 3.22Je 2.90Je 


2.14(a) 


2.00 


B2 


Strongly financed concern with well en- 
trenched business. Dividend appears safe. 
Growing diversification should aid long- 
term operations. 





Amer. Cyanamid _...... 21.85 


20.35 


1.71 1.97 1.85 Se 0.91 


b) 


A2 


Potential slight shrinkage in earnings due 
to decreased war demands for certain 
specialties. Present dividend seems secure. 





Atlas Powder 00000000... 54.61 


46.36 


5.45 5.08 Se 3.13 


B2 


Orders large while war lasts. Dividend 
a safe. Longer range prospects 
partly dependent on diversification efforts. 





Columbian Carbon ........ 59.15 


19.45 


6.56 5.78 6.33 Se 


A2 


Is adding to facilities and supply sources 
to meet demand for carbon black. Sales 
= profits holding up well. Dividend 
safe. 





Commercial Solvents 


5.98 





Dow Chemical ..... .. 56.92 


30.19 


$.49 1.10 1.09 Se 


_— 


B2 


Plants operating at capacity with earn- 
ings fairly well maintained. Normal earn- 
ing power not impressive. Dividend cur- 
rently secure. 





4.08 6.34 My 6.35 My 2.76 





du Pont de Homers 48.03 


19.29 


6.79 Se 5.65 





W Freeport Sulphur 29.47 


20.23 


3.20 





Hercules Powder . 29.49 


22.86 


3.94(c) 3.93 3.40 Se 


A2 


Reduced war demand may affect volume, 
but ample margin of net over present 
dividend requirements. Strong concern 
with good growth prospects. 





2.00 


A+2 


A2 


Should continue to enjoy excellent earn- 
ings in war and peace, though final net 
weighed heavily by returns from large 
outside investment. Current dividend will 
probably continue. 

Wartime demand should continue large 
with earnings satisfactory. Dividend secure. 
Postwar outlook clouded by competitive 
and demand factors. 





2.50 


A2 


War demand heavy and long-range pros- 
pects aided by diversification, Regular 
dividend appears secure but year-end 
extra doubtful. 





Interna. Min. & Chemels... 29.70 


16.53 


def 0.68 


3.61Je 3.11 Je 





Monsanto Chemical 





W Texas Gulf Sulphur... 


4.88 


1.43 1.34 1.11 Se 


2.75 


 235Se 2.31 


1.54 


None 


1.00 


2.25 


2.50 


C2 


War-time operations satisfactory, dividend 
currently secure. Longer range outlook gov- 
erned in part by success of diversifica- 
tion efforts. 





B2 


A2 


A2 


Mixed outlook for certain products makes 
near-term operating results somewhat un- 
certain. Present moderate dividend prob- 
ably safe. 


Recent acquisition of additional facilities 
demand for plastics bolster near-term out- 
look. Good long-term growth prospects. 


Taxes may limit net despite sustained 


heavy war demand but dividend currently 
safe. Postwar outlook fair. 





Union Carbide ............ . 34.44 


14.28 





United Carbon . 44.08 


12.84 


3.98 Se 2.45 


5.15 5.52 Se 


3.00 


A+z2 


A2 


Expect well-sustained war-time sales, earn- 
ings; dividend should continue. Longer 
range prospects promising. 
Product demand heavy and dividend 
secure. Further long-term growth of car- 
bon sales likely. Should benefit from 
synthetic rubber development. 





U.S. Industrial Chem............ 


29.33 


3.06 Mr 4.45 Mr 





Westvaco Chlorine 


24.79 


1.82 2.62 2.25 Est 1.15 


Near-term rise of sales, earnings possible 
depending on trend of war demand. 
Diversification aids post-war outlook. 





Profit margins narrowing but dividends 
well covered. Diversification brightens 
prospect for postwar sales. 





(a)—Adjusted for 3 for | split in 1938. 


(b)—Plus stock. 


Year ended. Mr—March; My—May, Je—June; Se—September; Est—Estimated. 
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(c)—Adjusted for 2 for | split in 1937. 
































A REALISTIC 
VEVORna 


BUILDING INDUSTRY 


BY FREDERICK K. DODGE 





Yoong building industry, in striking contrast with 
most of the nation’s major industrial groups, is 
experiencing a sharp contraction in volume from 
the record levels established in the earlier years of 
the war, and the trend promises to continue down- 
ward during 1945. But war, rather than an economic 
cycle, is responsible for the slackening activities of 
builders. The simple facts are that the huge ex- 
pansion in military and industrial building after 
Pearl Harbor began to decline by the end of 1942, 
and that practically all construction for non-war 
civilian purposes has been, and will be, drastically 
curtailed until V-E day at least. Thus the building 
industry, although still busy by prewar standards, 
has been forced to mark time after several years of 
unusual activity, being unable to meet the mount- 
ing pressure of civilian demand due to war-time 
restrictions. 

The War Production Board, with the assumption 
that war on both fronts lasts through the current 
year, estimates 1945 volume for the industry at 
82% of the 1944 figures or equivalent to 24% of 
the peak level in 1942. These predictions, if realized, 
would result in a volume less than in any year since 
1935. In viewing these dismal expectancies, how- 
ever, it must be realized that they cover a temporary 
period — that the tax cushion would soften the re- 
sultant drop in net profits — and that in the afore- 
said year 1935, most of the leaders in the industry 
were able to pay fairly good dividends. Even at the 
predicted lower sales level, an aggregate volume of 
about $31, billion will be available to the industry 
in 1945. High costs and taxes, of course, will cut 
sharply into operating profits, and final results will 
vary a great deal among the various groups in the 
industry and among the individual companies as 
well. On the other hand, the industry on the whole 
is in a good financial position and has no reconver- 
sion problems. 

Far-sighted investors in building industry stocks 
view with warranted optimism the exceptional post- 
war outlook for many of the component companies 
when their present enforced “breathing spell” will 
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A pre-war sight that is not seen these days 


quickly be replaced by activities of immense pro- 
portions and likely to endure for a decade or more. 
Urgently needed repairs alone, deferred during war 
years, will require a conservatively estimated ci- 
vilian outlay of about $3 billion during the first 12 
months after restrictions have been removed. Ever 
since 1928 the building of homes has not kept pace 
with population growth normally requiring the con- 
struction of 480,000 new homes per annum. Added 
to this natural backlog of deferred demand will be 
an immense call for new dwellings by citizens of 
every class, but especially for homes in increasing 
ratio as the cost falls below $10,000 per unit. Great- 
est demand, in fact, will be for homes costing $5000 
or less. Well-fattened savings accounts assure that 
there is no lack of the wherewithal to pay, and re- 
turning veterans will have an estimated $15 billion 
to spend. Above all, the Government regards the 
postwar building as a major source of employment 
and is planning tremendous outlays for housing pro- 
jects to benefit workers in the lower income brack- 
ets. All in all, it is believed that construction of 
about 1 million homes per annum will be required 
for the next ten years, and some estimates stretch 
the period to twenty years, at the same rate. To 
facilitate the process, almost unlimited credit re- 
sources of banks and the F.H.A. will be available 
at low rates and with sound provisions. High farm 
income will further stimulate building improvements 
in the rural districts. 

Industrial construction will probably be moderate, 
or even low, for some time after the war, and the 
$15 billion of Government-owned war plants may 
create serious problems of over-supply in factory 
space. Many of the latter, however, will not be 
adaptable to subdivision (Please turn to page 530) 
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Position of Leading Building Material Shares 


Net 
hss pont yoy = + hog _ eg ' , 
alue ssets et et et iv. iv. nvest- 
Company r per er er per per er ment COMMENT 
Share Share Share Poll Share Share Share Rating 





Alpha Portland Cement....$31.96 $14.57 $0.78 $0.23 def$0.22Se $1.06 $1.00 C-+3 Sales contracting rapidly os Senne 


heavy construction falls, 
dividend payments probable. 


Amer. Radiator & S.S........ 9.80 5.35 0.45 0.51 0.49 Se 0.37 0.40 C+2 1944 earnings probably will permit pay- 


ment of present dividend. Price of stock 
reflects post-war good prospects. 








: : Cutback of d duci 
American Seating ..... 31.78 23.75 2.09 1.35 1.00 E 1.19 1.00 C+3 pm oo geal, Gantdaable ‘naltneh 
for dividends under present conditions. 








St fi ial ition, with sal i 
Armstrong Cork ........ 37.06 19.32 2.94 2.45 2.68 Je 1.94 1.50 B82 pec Byes i ae in —_ wad 


interest to common, 


Caltex 223. 8.51 6.63 1.13 0.54 Oc 0.530c 0.15 0.50 C-+3 Sales holding up reasonably well and 


earnings about equal to previous year. 
Post-war prospects bright. 








Certainteed Products 6.58 10.06 def 0.61 0.55 0.50 E —  ——_ C+2 Repair demands sustaining sales volume 


but trend of net earnings down. Longer 
range outlook improved. 











Congoleum-Nairn 21.55 12.94 1.68 1.23 1.38Je 1.52 1.25 B82 Sales and net profits show moderate rise. 

= Financial position first class. Post-war 
outlook good. 

Groene Co. 2. TRO == 25.02 1.90 1.69 2.03 Je 0.40 1.50 Bl Demands for ship equipment continue 


high. Near-term net may decline slightly 
but dividend seems secure. 


Devoe & Raynolds.......... 49.63 50.33 2:23 3.45 Nov 3.50E 1.81 1.25 C-+1 Increased linseed oi! quotas help sales to 


civilians. Net earnings holding up well 
and Government orders !arge. 


LL | nn nmnerramee, |.” 14.21 1.64 1.51 1.56 Se 1.02 0.90 B2 Sales for repair work at high level and 
increased net earnings likely. Dividend 


should be maintained. 
















































































pro- Holland Furnace ............. 27.36 23.21 2.85 3.45 3.77Se 1.69 2.00 BI __ Recent advance in ceiling prices strengthen 
ore. phe position. Prospects excellent Divi- 
ae end secure. 
¥ Johns-Manville .. 69.41 33.73 4.09 5.27 6.21Se 3.06 2.75 Al Sales holding up well, and future outlook 
Cl very promising. Earnings amply warrant 
12 present dividend. 
iver Lehigh Portland Cement.. 43.99 17.72 1.84 1.98 0.67 Se 1.50 1.00 C+3 pro Poser wo PtP ye tatlosted, but 
apital should assure con- 
ace tinuation of conservative dividends. 
_. Lone Star Cement 48.42 1648 3.52 2.87 2.38Se 3.12 1.75 B3_ Sales falling off rapidly with reduced net 
ded indicated, but ong small dividend 
seems , 
we bright. secure ong range prospects 
_of Masonite cece 15.59 11.59 2.41 2.04 Ag 1.69Ag 1.59 1.00 83 Military sales holding up well and de- 
ing aap — —— large. No change 
in ivigen probabDie. 
at- 
000 Minneapolis-Honeywell pose ee ane pti A eremperts 
make stock attractive; it 
hat Regulator ............ , <. ‘SEF 19.43 3.49 2.41 * 2.67 ” ened 1.00 A2 needs preclude ilies tececae capita | 
re- National Gypsum ou... 6.89 5.67 0.51 0.50 0.51Se 0.06 0.25 C-+2 Urgent repair needs cause increased wall- 
ion board sales. Post-war outlook unusually 
he LT: i ee F good. Stock has speculative appeal. 
ent Ottis levertoor ona. cscsnwnnwnneen 18.54 12.23 1.51 1.05 1.03 Se 0.91 1.00 C+2 Has Paina baring 2 “oe af sales 
running a 0° evel. i 
woe as 1 ; _— ee _ dividend likely. Sealer eulach Seed. 
ek- W Paraffine Cos. ...... 45.37 19.92 3.83 3.04 Je 4.03 Je 2.75 2.50 Bi Strong war demand and bright future 
prospects impart appeal. Dividend should 
of be maintained. 
ed Penn-Dixie Cement 10.14 11.02 def 1.04 def 0.79 def 2.39Se —— —— (C3 Declining sales and large amount of back 
ch dividends on preferred make common a 
To radical speculation. } 
re Ruberoid . 45.46 21.06 1.82 2.04 2.41 Se 1.26 1.25 B} Volume of war sales well maintained and 
: = Pee. yee for special products likely. 
a ividend appears secure. 
rm. Sherwin-Williams 75.59 57.31 6.21 5.07 Ag 5.55 Ag 3.81 3.00 A2 Prospects bright for continued good busi- | 
“ ness both during war and afterwards. 
Present dividend amply earned. 

United States Gypsum . 52.58 30.27 4.38 3.75 3.18 Se 2.94 2.00 A3 _ Earnings off somewhat but still well above 
te, o—. rt aaa Bright post-war 
ue uture indicated. 
ay Yale & Towne Mfg. 49.48 32.14 1.86 3.00 2.72 Se 0.84 1.00 B3 Moderate decline in net unlikely to 
: pone es om dividend. Post-war pros- 
1st . 
be a an for 2 for | split in March 1944 Year to Je—June 30; Ag—August 31; Se—September 30; Oc—October 31; Nov—November 30; 
0 — E 
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(Continued from page 528) 
or further practical uses. Public works, including 
roads, hospitals and schools, are already planned on 
an immense scale which may increasingly assume 
even larger dimensions. The Federal program for 
water control already involves a future outlay of 
$2 billion. According to the F. W. Dodge Corpora- 
tion, over $12 billion of construction projects have 
either been definitely settled or are in imminent 
prospect for active promotion when restrictions have 
been lifted. The Department of Labor estimates a 
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grand total of postwar construction volume at $15 
billion a year, which would exceed any prewar record. 

The building industry, of course, includes many 
subdivisions supplying different raw or manufac- 
tured materials, and only the more important con- 
cerns warrant investor interest. A study of the ac- 
companying table, listing a number of these, may 
prove helpful to the reader. 

Cement production increased considerably during 
the earlier war years because of heavy military de- 
mands, augmented by large sales to ship builders 
and other industrial concerns, but volume has de- 
clined steadily since 1942 when many construction 
projects were completed and new projects diminished 
steadily. Cement, however, is used in nearly every 
form of building activity to some extent. Deposits 
of lime, silica and alumina — all low cost materials 
—are found in nearly all sections of the country. 
Transportation and fuel costs constitute the main 
problems. For these reasons, several companies own 
perhaps a dozen strategically located plants to meet 
the keen competition which exists. As cement is 
standardized, profits depend mostly upon ability to 
hold costs down and produce volume sales. Before 
the war, imports of cement at low prices cut into 
business near the seaboard, but revival of this com- 
petition is not expected for some time after the 
war. As earnings are greatly dependant upon volume 
sales for heavy construction, cyclical swings affect 
them to an unusual extent, but some of the more 
firmly established cement concerns such as Lehigh, 
Alpha and Lone Star have paid varying dividends 
every year since 1936. The latter company has profit- 
able branches in several Latin-American countries. 
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Leaders in the asbestos group are Johns-Manville 
and Ruberoid. The former concern owns important 
sources of supply’in Canada from where comes most 
of the raw material used in the industry. A normal 
year’s sales volume for the industry, in providing 
products for roofing, insulation for pipes, and boiler 
coverings is about $100 million. The special charac- 
teristics of the material have established increasing 
popularity and satisfactory operating margins, so 
that the trend of net earnings should move upwards 
with a return of active building. 

Gypsum, one of our plentiful raw materials, en- 
joys expanding use, especially in connection with 
residential construction, but sales volume naturally 
will fluctuate in proportion to building activities of 
this same type. Scarcity of lumber with resultant 
demands for substitutes has benefitted the gypsum 
manufacturers in recent years. A valuable market 
for the material has been built up not only when 
used for plaster, firebricks and wallboard, but also 
as a cement retarder and for use in agriculture. In 
the construction of low priced and prefabricated 
houses, it has proven of special value, and the post- 
war demand should be wide. The manufacture of 
gypsum products is largely controlled by four con- 
cerns, U. S. Gypsum, National Gypsum, Certainteed 
and Celotex. All of these concerns are well financed 
but their operating results in past years varied con- 
siderably. The record of U. S. Gypsum has been 
notably satisfactory for quite some time. 


The Plumbing Industry 


With a return of large-scale construction work, 
the plumbing industry will enjoy extremely active 
business. As an illustration of potential demand 
under current conditions, it is estimated that 35% 
of houses in the country have no plumbing at all, 
and 39% have no bath tubs. Much existing plumb- 
ing equipment requires repairs or replacement, and 
sanitary equipment surely will be a “must item” 
for the huge volume of indicated postwar construc- 
tion of all kinds. This branch of the building in- 
dustry should flourish when business becomes more 
active, as profit margins are wide even under com- 
petitive handicaps. A kindred enterprise is the manu- 
facture of heating equipment, represented by such 
concerns as American Radiator, Iron Fireman and 
Holland Furnace, all strongly entrenched in their 
field. The future of ajr-conditioning, also, has very 
promising aspects, although since its introduction 
annual sales have hardly reached the $109 million 
mark. This special equipment, in the absence of 
really large production, has to date been pretty 
expensive, thus narrowing its potential market. Ex- 
tensive promotional activities in postwar years will 
probably expand sales and lower costs without en- 
dangering present wide profit margins. In addition 
to Carrier and York Corporation, the two leaders 
in their field at present, a number of other important 
concerns, including Westinghouse and General Elec- 
tric have made extensive plans to compete in the 
air-conditioning market. The trend towards strong 
competition should hasten the approach of lower 
prices and rapidly extend the present outlets pro- 
vided mainly by factories, stores and public buildings 
to the great field of residential housing. Undoubtedly 
the long range outlook (Please turn to page 548) 
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Are Liquor Shares 


Acquiring Investment Status? 


BY JOHN C. 


3 eae probable status of the liquor shares in the 
postwar era is a much discussed question in in- 
vestment circles. Financial sources close to the in- 
dustry believe that as far as can reasonably be fore- 
seen, the outlook is quite satisfactory. Heightened 
investor interest over the past year or so appears 
to point to a similar conclusion. 

There is good reason for a more constructive at- 
titude towards liquor equities. The leading distillers 
in the decade since repeal have expanded quite con- 
siderably by acquisition of smaller companies and 
by steady diversification into related and other fields. 
They have built large inventories and strong work- 
ing capital position with little change in common 
share capitalizations excepting Schenley which last 
year declared a 50% stock dividend. What’s more, 
war-time earnings have been exceptionally high and 
the longer range inventory situation, thanks to two 
production “holidays” from war alcohol making, is 
shaping up far better than earlier dismal predictions 


CRESSWILL 


following suspension of beverage alcohol production 
in October 1942. 

During the first “holiday”, last August, beverage 
distillers set a thirty day record by making 54 mil- 
lion gallons of neutral spirits (for beverage blends) 
and whiskey. This was enough to break the back 
of the black market, halt scare buying and restore 
some familiar brand labels, as well as a lot of strange 
ones, to the retail shelves. The second “holiday”, 
just ended, is estimated to have swelled inventories 
by some 15 million gallons of Bourbon and approxi- 
mately 35 million gallons of neutral spirits. There 
has been hope for a third “holiday”, some time later 
in the year, but this expectation was dimmed by 
revival of heavy war demand for industrial alcohol 
and is not likely to materialize until the end of the 
war in Europe. Still, the improvement in inventory 
positions thus far achieved should be sufficient to 
carry the industry through the remainder of the 
war period and into early (Please turn to page 543) 


























Net 1936-39 
Current Avge. 1943 1944 
Assets Net Net Net 


per per per per 
Share Share Share Share 


Book 
Value 
per 
Share 


Company 


Position of Leading Liquor Stocks 


1936-39 


Avge. 1944 

Div. Div. 
er per Div. 
Share Share Yield 


Invest- COMMENT 
ment 


Rating 





ipiden Distilling $47.46 $28.01 $1.33 $5.01 Se ~ $3.04 Se 





Austin Nichols vue 15,54 22.43 def 1.25 3.21 Ap 3.92 Ap 


Company declared whiskey dividend last 
year with resultant sharp decline in 1944 
sales and earnings due depleted inven- 
tories. Can reenter whiskey business only 
on moderate scale but has interest in 
rum, wine and soft drinks. Further divi- 
dend prospects remote. 


C+3 


None 


War-time sales, earnings expanded but 
contracting profit margins due necessity 
reduce prices on important liquors will 
make for lower net. Common dividends 
remote in view of preferred arrears 
unless a recapitalization plan is effected. 


C+3 


None 





Distillers-Seagram ... 38.57 29.40 3.35 5.28JI 6.12JI 


High-cost inventories under life inventory 
method adopted by American subsidiaries 
will hold down margins, militating against 
further increase in net. Inventory situa- 
tion satisfactory. Dividend should be 
maintained. 


$0.87 $2.22 5.5% 82 











National Distillers. 27.91 29.96 4.14 


33.71 4.26 


37.96 





| Schenley Distillers 6.64 Ag 


4.50 Se 


7.66 Ag 


With reserves bolstered by outside ac- 
quisitions, liquor volume should continue 
oa but heavier taxes may be restrictive. 

ar alcohol shipments substantial. $2 
dividend secure. Has excellent trade posi- 
tion. Diversification should aid 
range earnings stability. 


2.37 2.00 5.4 A2 


longer 








1.81 Continued high sales level indicated, 
pointing to operating income close to 
1943-44 record figure. Inventory situation 
good; has well entrenched trade posi- 
tion; strong diversification trend; profit- 
able wine, beer interest; manufacture of 
drugs, pharmaceuticals, high-protein feed 
ean Maintenance of dividend on 
arger common stock capitalization ex- 
pected. 





H. Walker-G & W.... 65.16 68.77 7.37 12.03Ag 9.81 Ag 








Volume should continue large, but in- 
creased costs hold down optg. income 
and taxes will restrict net. Enjoys good 
trade position. Maintenance of dividend 
expected. 


2.87 4.00 6.1 B3 





Year Ended Ap—April 30; JI—July 31; Ag—August 31; Se—September 31. 
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a common stocks of rubber manufacturing 
companies have had advances far greater than 
the market average over the past several years. 
During reactions, as again seen in the second half 
of January, they have declined less than average. 
Very recently, on large volume, they have been 
among the minority of stocks making new highs for 
the entire bull market period. Most of them are 
higher than in 1937, when the Dow industrial aver- 
age was at 194, as compared with about 155 now. 
Two — Firestone and Lee Rubber — are above their 
1929 highs. 

Persistently superior market action is, of course, 
no happenstance; and in this instance the reasons 
for it are not at all obscure. They are as follows: 

(1) The fundamental position of the companies 
has been importantly strengthened by the develop- 
ment of our huge synthetic rubber industry. At the 
least, even if natural rubber comes back into large- 
scale use, rubber prices may be expected to be far 
more stable than in the past when, under the short- 
sighted policy of the British-Dutch cartel, fluctua- 
tions were notoriously wide and frequent. Gone is 
the threat of large inventory losses which recur- 
rently plagued rubber products manufacturers 
throughout their pre-war history. Moreover, syn- 
thetic can be fed to the processing plants on a fast 
and even schedule, whereas imports of Far Eastern 
crude rubber were in transit for long periods of 
time and allowance always had to be made for un- 
controllable delays. Therefore, to the extent that 
synthetic rubber is used — and the writer believes 
it will in any event be very considerable — the 
amount of working capital tied up in raw material 
inventory will be much less than the large sums 
required in the past. 
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Goodrich Photo 
High priority cargo—tires being loaded aboard Naval Air transport plane at Cleveland Municipal Airport, for shipment to a Pacific island. 


Rubbers in New Era 


BY H. F. TRAVIS 


(2) Due to large accumulated demand for auto- 
mobiles and replacement tires, the industry has a 
highly promising sales prospect for at least several 
years after the war; earnings are expected to be 
considerably better than in the prewar years; given 
tax relief through elimination of the excess profits 
levy, earnings conceivably could equal or exceed 
present excellent levels, on which the prevailing 
price-earnings ratios of the stocks are still quite 
moderate. 

(3) On regular-line products there is no impor- 
tant reconversion problem, in which respect the 
rubber companies are more favorably situated than 
the automotive and parts makers. Though original 
equipment business will be dependent on the pro- 
duction-time schedules of the motor industry, there 
will be no wait in serving a very large civilian re- 
placement tire demand, domestic and foreign. It is 
believed that output for several years should reach 
80,000,000 tires annually, against 61,531,000 in the 
high year 1941 and 77,944,000 in the record year 
1928. 

(4) War-time experience with synthetics and plas- 
tics will foster and facilitate aggressive diversifica- 
tion of products by the larger companies. The new 
materials have promising uses for a wide variety 
of mechanical rubber goods. This branch of the 
business serving industry, is the only one with a 
clearly defined long-term growth trend. Carrying 
higher profit margins than tires, it had reached 
levels in the pre-war year 1937 about 43 per cent 
higher than in 1929, whereas every other main 
product classification in rubber goods was well 
under the levels of the 1920’s. 

(5) The financial positions of all the better known 
companies, and of most of the smaller ones, have 
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been importantly improved. The high earnings re- 
ported in recent years were after deduction of very 
heavy contingency reserves in most cases. Reduc- 
tion and termination of war work may be expected 
to lift working capital ratios sharply. It is believed 
that excellent post-war business can be handled with- 
out new financing, and that the dividend trend 
within the industry — now subject to the restrictive 
influences of heavy working capital needs — will be 
upward. 

So much for the bright side. There is another side 
and, though it will be outweighed in the foreseeable 
future, it would not be prudent for investors to put 
it eut of mind. To begin with, it is a cyclical industry. 
Thus, the stocks will never be priced as high in 
ratio to earnings of any given time as stocks of 
strong companies in stable-volume industries; and 
dividend yields should normally be above-average. 

Next, except in mechanical rubber goods, it is in 
sdme respects a retrogressive industry. Improvement 
in tire quality — which will go much further under 
competitive pressures, especially since there are now 


synthetic rubbers much more resistant to tread wear 
than natural rubber — has made for a substantial 
long-term reduction in the ratio of tire sales to both 
the total number of motor vehicles in use and mile- 
age driven. Indeed, the absolute volume has declined 
since the late 1920’s, though car use greatly in- 
creased. The same thing is true of rubber footwear 
in which dollar volume in the best pre-war year 
(1936) was down 37 per cent as compared with 1929. 

Since original equipment sales depend mainly on 
three large motor companies, which normally do 
about 90 per cent of the automobile business, and 
since sharp comyetitive practices have been the rule 
in the replacement tire market, operating profit 
margins have normally been on the moderate side; 
and, excepting in abnormal boom periods, the trend 
is more likely to be down than up, for much the 
same reasons as have prevailed in the auto parts 
field. Certainly nobody can say with assurance that 
the recurrent retail “price wars” in tires are for- 
ever over, even though they will be out of the 
picture until the catching- (Please turn to page 549) 


Essential Statistical Comparison of Leading Rubber Stocks 


Net 1936-9 
Book Current Avge. 1943 
Value Assets Earnings Earnings 


share tae share shece 


Company 


1944 Average 
Earnings Div. 
er er 1944 ment 
P vol 


1936-9 


Invest- COMMENT 


Share Div. Rating 





United States Rubber... $33.36 $57.64 $2.01 $5.09 


$4.53 Je 


War-time earnings will continue high but 
maintenance of conservative dividend 
likely. New peace-time sales peaks and, 
given tax relief, record profits antici- 
pated in early postwar years. 


$2.00 B83 





Goodyear Tire & Rubber... 42.01 60.84 2.58 8.94 


9.01 Je 


1945 sales, earnings should be well main- 
tained and 50c quarterly dividend is 
likely to continue. While preponderantly 
a tire manufacturer, growing diversifica- 
tion should make for greater postwar 
stability. 


$0.94 2.00 82 











Firestone Tire & Rubber. 48.09 52.53 2.48 6.40 Oc 


7.13 Oc 1.41 2.00 82 


Outlook points to continued high war- 
time earnings; dividend should be main- 
tained. Longer range earnings should 
continue to reflect stabilizing influence 
of wide diversification. 





B. F. Goodrich................ . 55.90 60.53 1.32 7.31 


7.05Je 0.75 2.00 B2 


Earnings, dividends should continue at 
current levels with volume aided by new 
productive facilities. New products de- 
velopment and above average diversifica- 
tion enhances longer range potentials. 





General Tire & Rubber... 28.00 25.41 2.51 2.99 No 


3.50 E 0.38 


Earnings outlook continues favorable but 
capital needs will keep dividends con- 
servative. Growing mechanical rubber 
division should en greater stability 
to peace-time results. 


1.00 C+] 





Seiberling Rubber ww. 13.64 = 15.35 1.70 Oc 


1.34Oc 


Larger volume should permit some earn- | 
ings improvement in 1945 but dividends 
will continue conservative. Large deferred 
replacement demand should stimulate 
early postwar sales. 














Norwalk Tire & Rubber... 4.68 4.57 0.29 0.65 Se 


0.62 Se 


— 0.40 Cl 1945 net may improve somewhat and 
further dividends are expected. Early 
postwar outlook satisfactory but company, 
a high-cost producer, is vulnerable to 
expected keen long-range competition. 





Dayton Rubber Mfg.................. 23.54 24.24 2.74 2.99 Oc 


3.910c 0.44 


Nearer term outlook satisfactory and at 
least the $1 dividend is expected to con- 
tinue. Expected further growth of me- 
chanical rubber goods business should aid 
postwar results. 


1.00 C+2 





Lee Rubber & Tire....................... 54.91 38.53 3.61 


Intercontinental Rubber ............ 7.06 3.88 0.12 1.00 





——90E 0.05 





5.140c 5.38 Oc 1.78 225 B2 " Barnings continue around present good 


levels and regular 50c quarterly may be 
supplemented by occasional extras. While 
small, company has consistent earnings 
record; should do well in postwar. 
Earnings trend unfavorable, dividend out- 
look uncertain. Longer term outlook for 
this producer of guayuule rubber (in 
Mexico) clouded by Nigh cost factors 
compared with natural crude rubber and 
Mexican Govt's. attitude toward foreign- 
controlled corporations. 
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Year ended Oc—October 31; Se—September 30; Je—June 30; No—November 30; E—Estimated. 
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FOR PROFIT AND INCC 


Margin Increase 

Jacking up of margin require- 
ments on the purchase of securi- 
ties from 40% to 50% by the 
Federal Reserve Board did not 
appear to have much effect on 
trading. In fact, stock market 
circles took slight interest in the 
ruling. In itself, the increase made 
little difference. Most traders are 
well able to put up at least half 
the price of stocks they buy and 
still hold some cash in reserve 
to keep the margin good. The 
bulk of trading is done on a cash 
basis, anyhow, but the question 
apparently was whether to wait 
until a more speculative condition 
developed or to tighten the rules 
now. The Federal Reserve Board, 
it seems, decided that caution in 
the face of general inflationary 
possibilities was the best course 
to follow. The move can hardly 
be viewed as permitting conclu- 
sions as to the Federal Reserve 
Board’s opinion regarding the fu- 
ture trend of the market. It was 
a preventive measure, pure and 
simple, designed to forestall any 
possible speculative excesses and 
keep the market on a healthy 
basis — what with the abundancy 
of money—the market could 
have far greater activity as is 
proved, for instance, by the Lon- 
don market. Tightening of margin 
requirements simply means that 
the authorities would not be very 
pleased with a sharp rise in 
prices, or a run-away market, 
particularly at a time when there 
is so much talk of a shift of 
gambling money into stock trad- 
ing. 
Russian Bonds 

While in no way connected with 
the above, recent revival of trad- 
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ing in Russian Imperial bonds 
leading to a considerable price 
rise goes to show how far an un- 
informed and gullible public can 
go, or rather, can be made to go. 
There is no earthly chance of the 
Soviets ever recognizing the Czar- 
ist debt, yet Russian military suc- 
cesses appear to have imbued 
some people with the idea that 
these bonds after all may be of 
some value. When the excitement 
dies down, somebody will be very 
sorry. 


STOCKS MAKING NEW 1944-45 HIGHS 
IN RECENT ADVANCING MARKETS 


Crown Cork 
Firestone 
Hayes Industries 
Lee Rubber - 
Mullins Mfg. 
Nash-Kelvinator 
Packard Motor 
Ruberoid 
Simmons 
Spiegel 
Studebaker 


Allis Chalmers 
Amalg. Leather 
Am. Seating 


Atl. Coast Line 
Barker Bros. 
Black & Decker 
Budd Wheel 
Bullard Co. 
Blaw-Knox 
Clark Equipment 
Corn Products 











Finnish Bonds 


Three Finnish bond issues have 
been restored to trading on New 
York’s two stock exchanges and 
the Treasury has released suffi- 
cient funds from blocked Finnish 
accounts to service them. The is- 
sues are the Finnish 6s of 1945, 
Helsingfors 614s of 1960 and Fin- 
land Residential Mortgage Bank 
5s of 1961. Up to the time of this 
writing, no dealings have been 
reported, however. 


Nash-Kelvinator Borrows 


Nash-Kelvinator increased its 
working capital with a $16 mil- 
lion low-interest “non-war” loan 
placed with eighteen banks. Be- 
lieved to be the first major in- 





dustrial loan of the war years 
specifically earmarked for non- 
war production purposes, the 
newly created fund is designed 
to give the company additional 
freedom for rapid action when 
resumption of peace-time opera- 
tions is possible. Terms of the 
“‘peace-preparedness” loan which 
was contracted for eight years at 
214,% interest, reflect in the com- 
pany’s view bright postwar pros- 
pects in the automotive and re- 
frigerator fields. Company plans 
rapid reconversion, aS soon as 
permitted, and has considerably 
raised its sights as to postwar 
business volume. 


Westinghouse Earnings 


The annual report of Westing- 
house makes fairly bright read- 
ing, with 1944 net per share re- 
ported at $8.11 against $6.67 in 
the preceding year. Sales were the 
largest in the company’s history, 
totaling over $835 million or an 
increase of 17.8% over the year 
before. Unfilled orders however 
were lower at the year’s end, 
amounting to some $729 million 
against $959 million at the end 
of 1948. With a Federal tax bill 
for the year of $83 million, com- 
pany Chairman A. W. Robertson 
had something to say on taxes. 
We hope, he said, to see a tax 
law limiting corporate taxes on 
income to not more than 40%, 
contrasted with the present 95% 
maximum. Unless this is done, 
Westinghouse and all other suc- 
cessful companies will continue to 
be large collectors, forced to sell 
their products at a price sufficient 
to include a substantial tax, a 
method of indirect taxation which 
is little understood by the public. 
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Keeping Alreast of Judustrial 


and Company Changes 








U. S. Rubber in Cuba 


F Av. S. Rubber Co. has announced 
ms for immediate construction of 
new manufacturing plant to built 

Havana, Cuba. Operations will 
egin with the production of tire 
capping materials and canvas 












years fhoes with synthetic rubber soles, 
7 pmmodities which are urgently 
__ the eeded there. Later on, as conditions 
—- permit, plans call for expansion in- 
ee: 9 other major items regularly ma- 
when fmfactured by the company. 
pera- 
‘ihe | Revolutionary Engine Discovery 
rs at A startling and entirely new dis- 
com- fevery in the Diesel engine field 
pros- hich will enable the engine opera- 
1 re- flor to use either gas or oil as fuel 
plans ithout any electrical sparking 
n aS ([Mevice, and which will cut fuel con- 
rably umption of gas engines by 20% to 
twar 5%, was announced by The Coop- 
per-Bessemer Corporation, — well- 
nown Diesel manufacturers. The 
engine can be converted from oil to 
ing- gas by closing one valve and opening 
on rH another though the engine operates 
no t full load. Conversion from one 
- fuel to another. has been possible in 
the the past but always required shut- 
aa ing down of the engine and ex- 
oe hange of major or minor parts. 
sane e unit will operate on a wide 
seal variety of fuels including fuel oil, 
ete natural gas, manufactured and coke 
ie oven gases, sewage gas and refinery 
all by-products, successfully solving the 
bill multi-fuel conversion problem of 
a the past. Major field of use of the 
mss new engine is the oil refinery in- 
co dustry _and_ pipe line operation 
es, where it will eliminate one of the 
greatest fire and explosion hazards 
a due to absence of any ignition 
july device. 
Jo 
ne, Machine Tool Industry 
vt Machine tool builders, not so long 


ago faced with sharply declining 


ell business as our war productive ef- 


nt fort reached its peak, now find them- 
ch 
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selves unable to increase shipments 
to levels commensurate with the 
sharply rising “essential” tool bus- 
iness coming their way. At the pre- 
sent rate of billings, they have over 
seven months’ business on hand. 
Two reasons prevent their working 
this backlog off faster: One is lack 
of manpawer, the other military 
pressure for the industry’s produc- 
tion of direct war items such as 
shells, supercharger parts etc. Tool 
shipments as such have shown only 
slight variation each month since 
August 1944, with December total 
of $36.7 million and only 5% ahead 
of August volume. Yet new orders 
received in December aggregated 
$65 million or 77% more than the 
total shipped by the industry dur- 
ing the month. Postwar prospects, 
too, are adjusted far more optim: 
istically than earlier. This explains 
why machine tool shares in recent 
weeks have registered progressively 
new highs for 1944-45. 


It’s An Ili Wind... 


Greatly increased demand for 
glass sign materials as a result of the 
new “brown-out” regulations is an- 
ticipated by U. S. Plywood Corp.’s 








Flexglass division. Recalling that a 
veritable boom developed from sea- 
board centers for such products 
when the original dim-out orders 
came after Pearl Harbor, the com- 
pany reports an already appreci- 
able rise in inquiries lately, imme- 
diately following the Byrnes orders 
to conserve fuel. It is understood 
that plans are under way by sign 
manufacturers throughout the coun- 
try for the creation of Filexglass 
signs for postwar with special light- 
ing features added. 


Looking To Postwar 


Anticipating a new era of inter- 
national trade after the war, The . 
Paraffine Companies, makers of a 
wide range of building materials, 
announced formation of a Division 
of Overseas Trade, designed to re- 
place and greatly expand the scope 
of ite former export division. The 
new division will not only con- 
centrate on exports but plans on 
importing raw materials for pro- 
cessing into finished products for 
domestic sale. Company holds that 
postwar overseas markets for its 
products will far exceed prewar 
totals. 





American Hide & Leather 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Atlas Plywood 





Johns-Manville 





Putboard Marine & Mfg. 








Westinghouse Electric 
Wheeling Steel 





American Distilling 





Mathieson Alkali 





Atlantic Refining 





Carrier Corp. 





y Davison Chemical 








Lane Bryant 
Pitts & Lake Erie R. R. 





York. Corp. 





Bethlehem Steel 








Latest Year 

Period Ago 
6 mos. Dec. 31 $.18 $.01 
6 mos. Dec, .31 1.21 1.01 
Year Dec. 31 6.39 5.27 
Dec. 31 quar. 1.04 97 
Year Dec. 31 8.11 6.67 
Year Dec. 31 4.51 443 
Dee. 31 quar. 1.13 1,02 
Year Dec. 31 1.40 1.34 
Year Dec. 31 5.30 3.79 
Year Oct. 31 2.83 1.73 
6 mos. Dec. 25 91 84 
6 mos, Nov. 30 3.65 3.05 
Year Dec. 31 5.27 5.05 
Dec. 31 quar. A5 26 
Year Dec. 31 9.93 8.58 




















Bendix Helicopter Inc. has re- 
gistered with the SEC 1,400,000 
shares of capital stock, par value 50 
cents, proceeds to provide working 
a of 400 complete Bendix 
icopters per month. The re- 
gistration statement indicates that 
the company’s, business fundament- 
ally will be the manufacture of 
Bendix helicopters, largely on an 
assembly basis. The company, ad- 
ditionally, will continue general en- 
gineering and development work 
_including expansion of ite patent 
. structure and the preparation of 
_ proposals and solicitations of orders 
for Bendix helicopters in both do- 
mestic and foreign fields. Of the 
1,400,000 shares registered, 1,000,- 
_ 000 are to be offered proportionally 
. to holders of the corporation’s out- 
standing stock on basis of four ad- 
ditional shares for each five shares 
_mow held. The price to the stock- 
holders is to be $1.60 per share. 
Bendix Helicopter Inc. was orga- 
nized last June by Vincent Bendix, 
founder and former head of Bendix 
Aviation Corp., with initial funds 
privately subscribed by a group of 
about fifty industrialists. The com- 
pany which has-no connection with 
endix Aviation Corp., is a suc- 
cessor to Helicopter Inc. which was 


organized by Mr. Bendix in 1943 to . 


take over development of a new 
-helicopter. Bendix Helicopter Inc. 
has ambitious postwar plans. It in- 
. tends to offer the public a personal 
plane which will sell for the price 
of a good automobile, if produced 
in sufficient quantity, will have a 


shortly will begin construction of 
a new $1.5 million chemical plant 
at Natrium, W. Va., to manufacture 
a wide variety of new rubber-like 
plastics known as vinyl chloride co- 
polmers. The new plant will have 
a capacity of three million pounds 
yearly. The new plastic can be made 
into transparent films, thicker 
sheets, coating for paper or cloth or 
to insulate wire. Chief war uses 
are for packaging materials and 


‘ supplies for shipment to the war 


theatres but a wide range of peace- 
time uses is foreseen, 


American Foreign Power. 


Dissolution of nearly all the Ar- 
gentine subsidiaries of American 
and Foreign Power Co. was recom- 
mended recently in a report of an 
Argentine commission investigating 
utility company concessions in Ar- 
gentina. The recommendation which 
is aimed at eventual nationalization 
of the American-owned companies 
would thus strike at the second larg- 
est American financial interest in 
Argentina, American & Foreign 
Power Co. in turn is controlled by 
Electric Bond & Share, one of this 
country’s major utility holding 
companies. The commission report 
charges American & Foreign Power 
with various violations of Argen- 
tine commercial law and ‘monopol- 
istic practices, and concluded that 
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Goodyear Tire & Rubber Co. 







Company quarters in this county 

peg that the report is in the 1 Re 
ture of a recommendation only : 

point out that in the past when su¢ Se 
matters were taken to the high a4 
Argentine courts, any unfair or w the hig 
substantiated charges were ngeven 1n 
sustained. While it is difficult sucs. R 
predict the eventual disposition @ tor optl 


the present case, officials appeag 2) lea 


not unduly worried. At any ratg sues Tro: 

it will take some time until a fing two ye< 
decision can be expected. If Ag $1000 

gentina insists on nationalizatic Januar, 
the prospects are that the compang 74.3.7. 
will obtain fair compensation fg The 
the properties involved. crease 

few an 

omps stitutic 

be = ices experie 

The contract this company recome e 

ceived for manufacture of units fog their a 


jet planes may enable it to show gor to 
further rise in sales this year, maing wise a 
taining the steady uptrend note someti 


since 1938. Sales amounted to $138 money 
million in 1943 and are estimated t@ quentl: 
have risen further last year to nearlg tent < 


thirteen times the 1938 volumej thems: 
1943 net income of $2.7 million wag estate. 
nearly 614 times that of 1938. been 5 
comba 
values 
acted 
Canada is having a great golf introd' 
boom, strange as it may sound. Aj would 
Toronto bank is sending out circug tax 01 
lars describing the new developd transa 
ments in Northern Ontario andj yemai} 
Quebec along what is being calledf specul 
the new and greater “Rand”. Print§ howev 
ed on the circular is the suggestion postw. 
“In Canada, the making of a fortunel some 





Investor Protection 





range of 400 to 500 miles and carry the government should proceed to still meets with public approval.] terbal 

four people. nationalize public utilities as soon Gold stocks on the Toronto Ex ters g 

change recently rose to the highes${ The 

levels in five years. While much off may : 

DECLINES SHOWN IN RECENT EARNINGS REPORTS this activity is probably quite lef of an 

Latest Year gitimate and above board, some off thing, 

Period Ago! it is'nt. We hear of people, even ible f 

Coca-Cola Year Dec. 31 29.88 29.96 | in this country, being flooded withf on th: 
National Steel Year Dec. 31 4.87 5.30 | invitations to “get in on the groundj lic la 
Youngstown Sheet & T. Year Dec. 31 4.25 4.31 floor” or “take a flyer” in a realf the si 
Acme Steel f Year Dec. 31 5.82 6.08 | good thing. Huge profits are prom4 and t 
Continental Baking Year Dec. 31 95 157] ised. In view of these develop} mand 
Purity Bakeries Year Dec. 30 2.69 2.86 | ments, it is perhaps no mere coin sirabl 
Sun’ Oil Year Dec. 31 4.15 4.56 | idence that changes in Ontario® of th 
Sutherland Paper Year Dec, 31 2.57 2.86 | security laws have been under dis State 
Inland Steel Year Dee. 31 6.28 6.61} cussion at a recent three-day con} ment 
Republic Steel Year Dec. 31 144 1.77) ference called by the Attorney Dome 
United Mer. & Mfgs. 6 mos. Dec, 31 4.60 5.11 General and attended by Canadian} land 
U. S. Industrial Chem. 9 mos. Dec. 31 3.47 4.13 and American securities officials. Aj poses 
Black & Decker Dec. 31 quar. 60 ‘67 | draft proposal would require re} May 
Dome Mines, Ltd. Year Dec. 31 1.45 156 | gistration of brokers and salesmen] mers 
Endicott Johnson Year Nov. 30 3.34 430 | and also of advisers to the public] rural 
in the purchase of securities. tie in 

In ac 

, : . some 
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Real Estate Market 
at the Top? 





(Continued from page 515) 














uathe highest levels in ten years, 
weven in the case of distressed is- 
fasues. Reflecting increased inves- 
@ tor optimism, the average price of 











a 200 leading real estate bond is- 
wm sues rose steadily during the past 
ng two years frdm a level of $307 per 


$1000 bond in 1942 to $546 in 
January 1945, an increase of 
74.3%. 

The curbs upon too rapid in- 


crease in real estate prices are 
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postwar 
# some way must be found to coun- 
“4 terbalance the trend before mat- 





few and not too dependable. In- 
stitutional lenders, of course, by 
experience and study have be- 
come exceedingly conservative in 
their appraisals of values, present 
or to be safely expected. Less 
wise are individual lenders with 
sometimes large amounts of 
money at their disposal and fre- 
quently neglecting to seek compe- 
tent advice before committing 
themselves to ventures in real 
estate. Legislative curbs have 
been suggested as a means of 
combatting inflation of land 
values but so far have never been 
acted on by Congress. One bill, 
introduced almost a year ago, 


# would impose a 90% capital gains 


tax on profits from real estate 
transactions, but the measure has 
remained dormant ever since. If 
speculation does become rampant, 
however, endangering our vital 
employment program, 


ters get entirely out of hand. 
There are other means which 

may serve to soften the impact 

of an accelerated boom. For one 


i thing, it would be entirely feas- 
m ible for the Government to place 


on the market vast areas of pub- 
lic land, thus greatly enlarging 
the supply of available homesites 
and throwing the factors of de- 
mand and supply into more de- 
sirable balance. With nearly 25% 
of the total area of the United 
States now held by the Depart- 
ment of the Interior as Public 
Domain, substantial tracts of 
land usable for agricultural pur- 
poses or adaptable to irrigation 
may be offered to prospective far- 
mers at competitive prices. The 
rural electrification program will 
tie in closely with such activities. 
In addition, the Army will have 
some five million acres of surplus 
land to dispose of. 

Another certain check on over 
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over-enthusiastic home building 
is the fact that since the war 
started, the cost of materials is 
up 50% and wages up 75%, this 
on top of the rise in land values. 
These vitally significant facts in- 
troduce a realistic note into cur- 
rent optimistic predictions of vast 
building activity for many years 
to come. As it is impossible at 
this time to foresee with any de- 
gree of accuracy the prosperity 
level of postwar years, high costs 
of building and inflated prices for 
land may lead many a cautious 
man to wait for more assurance 
of stabilized economic conditions 
before spending his hard-earned 
savings. In this respect, perhaps, 
intelligence and common sense 
may solve the impending problem 
without the need to resort to any 
form of artifical checks. 

While the rise of rural land 
values appears to be near its peak, 
the same cannot be said for the 
strong uptrend in urban and sur- 
burban real estate. Clearly, pros- 
pects of a postwar building boom 
serve as a powerful prop, as does 
inflationary thinking of many 
buyers, present or potential. All 
the greater would seem the need 
for a careful and considered ap- 
proach before making commit- 
ments which otherwise might 
easily lead to painful financial 
losses. Inflation-minded buying, 
as we all know, feeds on itself 
and the devil takes the hindmost. 
This applies to real estate no less 
than to securities. 





Merchandising Stocks 





(Continued from page 523) 
average prices in 1944, caused a 
scarcity of cheaper clothing, and 
to some extent flouted Govern- 
ment price regulations. 

Since about half or more of 
department store sales are in 
clothing, the current program 
sponsored by the WPB and OPA 
would, if successful, tend to re- 
duce department store profit 
margins in 1945. Specialty stores 
might be affected in even greater 
degree. Last September the De- 
partment of Commerce index of 
sales for wcmen’s wear chain 
stores stood at 326 (314% times 
the 1935-1939 average), com- 
pared with a combined index of 
all retail chain stores of 171. 
Much of this gain must have re- 
flected the heavy increase in buy- 
ing power of women factory 
workers and their desire to 


“splurge” in the purchase of bet- 
ter quality lingerie, etc. 

Even assuming that present em- 
ployment conditions continue 
throughout 1945, it seems likely 
that there will be some shrinkage 
in earnings of the retail dry goods 
industry due to the combination 
of scarcity of fabric and the new 
OPA program for price “roll- 
backs”. Present shipping difficul- 
ties in the northeast won’t help 
the situation any. However, even 
if profits decline as much as 10% 
(predicted by several spokesmen 
for the industry) much of this 
loss will be absorbed by Federal 
taxes. 

The grocery chain store trade 
looks for declining volume in 
1945. However, like the depart- 
ment stores, the grocery chains 
had a record sales volume (last 
year’s $4,700,000,000 was about 
8% over the previous year), so 
that any let-down this year will 
not have very serious effects on 
earnings. OPA price ceilings and 
regulations have probably borne 
much more heavily on the groc- 
ery trade than on any other retail 
trade division, but narrow profit 
margins have been offset largely 
by record volume and reduced 
expenditures for maintenance of 
building and equipment. The out- 
look this year is less favorable 
because of current shortages of 
meats and sdme grocery lines, 
though the situation changes so 
rapidly from month to month 
that forecasting is difficult. The 
outlook for food production, al- 
ways dependent on _nature’s 
whims, may be further affected 
by the potential draft of farm 
boys, which however will prob- 
ably be avoided as far as possible. 


Mail order companies will be 
affected by the growing strin- 
gency in furniture and durable 
goods. The general chain stores, 
which carry lighter lines, are less 
affected. Reports for the six 
months ended June 30, 1944 
showed modest sales gains for 
Woolworth, Kresge, Kress, Grant, 
Penney, ete. 

From a stock market angle, de- 
partment store stocks have prob- 
ably fared best of any retail trade 
group in 1944 and their popular- 
ity is expected to continue, since 
some of them still appear rela- 
tively underpriced as compared 
with many industrial stocks. As- 
surance of excellent business for 
several years to come, due to the 
huge backlog of consumer de- 
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mand, places the group foremost 
among the peace stocks. The “five 
and ten” and food chain stocks 
have gained more moderately, and 
the 1945 outlook seems less prom- 
ising than for department stores, 
most of which are of the “capital 
leverage” type as compared with 
the “investment” or all-common 
type of average chain store issue. 
The mail order stocks have done 
rather well considering the ad- 
verse publicity in the Montgom- 
ery Ward case; but while they 
are good “peace” stocks, the out- 
look for 1945 does not seem par- 
ticularly interesting. 

Altogether, the merchandising 
group constitutes a highly mixed 
group of stocks, and it is neces- 
sary for investors to watch closely 
the varying trends and cross-cur- 


‘rents affecting the different divi- 


sions of the industry. The best 
speculative bargains would still 
appear to be in some of the de- 
partment store and_ specialty 
stocks, some of which made sub- 
stantial gains last year. For the 
conservative investor, however, 
the chain store and mail order 
issues retain their quality ratings 
though they don’t seem to offer 
opportunities for spectacular 
price gains. 





Around The World 





(Continued from page 520) 
lurgy, chemistry, drug and food 
processing, construction, fibers, 
paper, cellulose, textiles, plywood, 
wood pulp, rayon, edible and in- 
dustrial oils, leather products, as- 
bestos, tires and other rubber 
products; in other words products 
and commodities which so far 
have been mainly imported. The 
country needs agricultural ma- 
chinery and repair parts to mo- 
dernize and render more efficient 
its agriculture, now run along 
very primitive lines. To transport 
the products of its improved ag- 
riculture and industry, it needs 
an up-to-date transportation sys- 
tem and therefore plans improve- 
ment of its highways and rail- 
roads, the latter greatly overbur- 
dened and wholly inadequate even 
for present needs. In Mexico, as 
in other Latin countries, there is 
mounting fear of an economic 
crash when our emergency buy- 
ing stops after the war. Hence 
Mexico’s urge for greater self- 
sufficiency. Postwar industrializa- 
tion of Latin America will be a 
major subject of discussion at the 


forthcoming Inter-American Con- 
ference of Foreign Ministers to 
be held in Mexico City, results of 
which — apart from political im- 
plications — will have important 
long-range effects on business. 

* ok ok 


The Mexico City conference 
promises to be as significant in 
the formulation of postwar hemi- 
sphere policies as the famous Rio 
de Janeiro conference in 1942 was 
in the creation of a wartime pro- 
gram. Argentina has been point- 
edly excluded, yet it would not 
surprise if the conference would 
furnish an opportunity to com- 
promise the worrisome Argentine 
issue in the interest of postwar 
Latin American trade. Observers 
anticipate that Argentina may 
yet be invited to participate, per- 
haps after a preliminary session, 
or else that a second conference 
may be decided upon in the near 
future to which Argentina would 
be admitted. 

What appears in the offing is 
a new realistic approach to the 
“Argentine problem”, a setting 
the stage for something new by 
correcting past mistakes and 
starting out on a new tack 
in Argentine-American relations. 
The belief is that Argentina will 
be found more than ready to 
grasp this opportunity; its Gov- 
ernment has long been smarting 
under our policy of non-recogni- 
tion. There have been numerous 
signs of its willingness to pursue 
henceforth a more “conciliatory” 
policy, to welcome a rapproche- 
ment that would pave the way 
for mutually profitable postwar 
trade. It is an easy guess that 
the trend of the war, among other 
things, has much to do with this 
change of attitude on the part of 
the Argentine Government. 





Movie Stocks Now and 
In Post-War 





(Continued from page 525) 
quality rather than quantity, wide 
adoption of conservation measures 
and longer average runs helped to 
widen operating margins mate- 
rially. Thus earnings have in- 
creased sharply despite substan- 
tially higher taxes. Net last year 
in many instances improved fur- 
ther, and the outlook for 1945 
points to well maintained income 
despite increased tax handicaps 
in some cases. A boost in coming 
production schedules, along with 
higher costs, may narrow mar- 


gins from here on, but with rev- 
enues holding at high levels, op- 
erating income should be well 
maintained. Any decline would 
largely be at the expense of taxes 
and no great change in final net is 
anticipated for the majority of 
producers. Since finances are 
strong, continuation of liberal 
dividends is anticipated. 

The industry will enter the 
postwar era stronger than ever, 
the result of vastly improved cap- 
ital structures and improved 
working capital positions brought 
about by high war-time earnings. 
While domestic revenues may de- 
cline from present peak levels, 
full reopening of foreign markets 
and expansion into new fields 
such as television should provide 
a sufficient offset and sustain to- 
tal revenues at relatively high 
levels. Postwar production costs 
of course will rise. Picture playing 
time is bound to be cut back to 
prewar runs, increasing unit 
amortization burden. Revival of 
competition for talent should in- 
crease payrolls, making for nar- 
rower profit margins. However, 
modification or elimination of 
EPT will provide an important 
offset, especially for the large in- 
tegrated companies now in high 
tax brackets. 

Still, showings of individual 
companies in the postwar years 
may again vary widely, reflecting 
the rather unique problems in- 
herent in the industry with suc- 
cess dependent not only on sound 
business judgment but on such 
intangibles as the ability to an- 
ticipate public reaction and gauge 
consumer film preference, in ad- 
dition to the important factor of 
cost control under far more com- 
petitive conditions. 

The war has served to empha- 
size the basic nature of the mo- 
tion picture industry. Entertain- 
ment is a fundamental need of all 
humanity and “movies” are easily 
the most universally popular of 
all forms of entertainment. It is 
inexpensive and a cash business, 
the latter a great advantage from 
the producers standpoint. The 
movie box office, too, in some de- 
gree reflects the ebb and flow of 
general economic conditions but 
to a less marked extent than most 
other industries. The motion pic- 
ture industry, in fact, is among 
the last to feel a depression and 
among the first to respond to a 
revival of economic conditions. 
This, together with the vast fi- 

(Please turn to page 543) 
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CONCLUSION 
MONEY AND CREDIT — Owing 


mainly to lend-lease and our large 
war-times excess of imports over com- 
mercial exports, foreign nations have 
accumulated nearly $21 billion in gold 
and dollar balances—over $6.5 billion 
of which since Pearl Harbor. 


TRADE — Department store sales in 
the week ended January 27 were 17% 
above last year, compared with a gain 
of 11% for four weeks. Shortage re- 
ports stimulate buying. 


INDUSTRY — Business activity con- 
tinues to rise slowly, despite weather 
handicaps. Pacific war will sustain 
employment after V-E day. 


COMMODITIES—Prices advance on 
Thomas bill revising parity formula and 
on belief in heavy post-V-E day export 
and lend-lease demand for farm 


products. 


The Business. Analyst 


Led by paperboard production and crude runs 
to stills, the nation’s total volume of business 
activity has managed to improve a little since 
our last issue, despite winter storms and shortages 
of fuel, labor and freight cars; but the lead over 
last year has narrowed to less than half of one 
per-cent. Our weekly index of Business Activity 
averaged 170.4 in January — 1.8 point ahead 
of December and 11/449 above January last year. 
On a per capita basis, the index rose in January 
to 159.2% of the 1935-9 average, from 157.2 in 
December; but was only 0.8 point ahead of 


January, 1944. 
x * 


Several blast furnaces have had to close down 
for lack of coal and the fuel shortage will be- 
come critical if the miners strike after March 1 
when their wage contract comes up for renewal. 
Should the usual biennial walk-out be staged this 
year, it is to be hoped that the Government will 
be prepared in advance to take immediate ac- 
tion to ensure continuous full production. Mean- 
while hats off to the miners who have worked 
Sundays without overtime pay to further the 
war effort. 


(Please turn to the following page) 


FEBRUARY 17, 1945 











BUSINESS ACTIVITY 
PER CAPITA BASIS 
INDEX 


M.W.S. 





00 


i) 


130 


1935-1939 = 





140 


135;— 


| poeteeeeees, oe 
a? ce 


120;- 


(s|———— a ad 


110 -——— ¢ 


(¢s—————— 





O 
2 . “ eater 
rt 
° 


on” 1941 


125 —— 


100 [Saree 





95 





os ee 
S ON OD 











ee Seed ee eee eel Pees 
J FMaA™ J J A 

















Inflation Factors 


















































































Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

FEDERAL WAR SPENDING (tf) $b Jan. 31 2.25 1.48 1,37 0.43 (Continued from page 539) 

Cumulative from Mid-1940.... Jan. 31 252.1 249.9 160.8 14.3 se 
War Production in December was valued at 
$5.4 billion — 1% above November — and ac- 

FEDERAL GROSS DEBT—$b Jan. 31 232.4 231.8 170.7 55.2 | counted for 70% of total war expenditures and 

more than a third of the national gross product 

MONEY SUPPLY—Sb for ee month. War — : to be speeded 
Demand Deposits—101 Cities... Jan. 31 36.1 36.0 31.9 24.3 | UP under a new program of placing orders for 
Currency in Circulation... Jan. 31 25.3 25.2 20.5 10.7 the full year with primary and sub contractors. 

* * * 

BANK DEBITS—13-Week seta Retail Trade, stimu! \ 
na th | tee: 8 A7e | Ad GTR en | TURN Wem, stiatoted ‘by reports of short 
100 Other Cities—$b. Jan. 31 835 837 7.75 5,57| 99° continues to hold well above last year 

despite poor shopping weather, Men’s clothiers 
are adopting voluntary rationing to curb the 

INCOME cose i linen (ed) Nov. 13.31 13.70 12.31 8.11 stampede of shoppers; but the WPB says that 
Salaries & Wages (cd EE Nov. 9.46 9.44 8.85 5.56| —- 4 ‘ : : : 
Interest & Dividends (cd)........ a Nov. 0.50 0.80 0.51 0.55 sain ee sn driniocs ria — si 
Farm Marketing Income lag Peeing |e 2.19 2.43 2.00 1.21 uction last year an 
Includ’g Govt. Payments (ag)......... | Nov. 2.26 2.46 2.04 1.28| increased output after June 17 when Government 

quotas are scheduled to have been filled. 

CIVILIAN EMPLOYMENT (cb)m Dec. 50.6 51.5 51.0 50.4 7 ee 
Agricultural Employment (cb)_.... Dec. 7.1 8.1 6.8 iT , : 

Employees, Manufacturing (Ib)... Dec. 15.7 15.6 17.1 13.6 Last -atapt Exports, exclusive of lend-lease 
Employees, Manufacturing (Ib)... Dec. 6.1 5.9 6.1 4.5 | and deliveries to our armed forces abroad, were 
UNEMPLOYMENT (cb) m | Dec. 0.7 0.7 0.9 33 valued at $2.35 billion, while Imports totaled 
| $8.91 billion—a new all-time high and $0.54 

| . . a | billion more than in 1943. Lend-lease exports last 

FACTORY EMPLOYMENT (iIb4) Dec. 154 15 16 1 | inna. ane 
Durable Goods ......... | Dee, 206 =. 205s 233 EE eres net . age eS 
Non-Durable Goods oo ccccecmennmmene Dec. 113 113 119 120 exports, compared with a like proportion in 1943, 

FACTORY PAYROLLS (Ib4) Nov. 311 314 336 189 61% in 1942, and only 14% in 1941 when the 

lend-lease program was started. 

FACTORY HOURS & WAGES (Ib) ee i 
Weekly Hours Nov. 45.3 45.5 45.5 40.3 
Hourly Wage (cents) een Nov. 103.3 103.1 99.6 78.1 In view of the large excess of imports over 
Weekly Wage ($) ne nnccccnnnnnnene Nov. 46.80 46.94 45.32 31.79 | commercial exports during the war it is scarcely 

surprising that potential Claims Upon The U. S. 
in the form of gold stocks and dollar balances 

PRICES—Wholesale (Ib2) Jan. 27 104.7 104.8 103.1 92.2 have increased by over $6.5 billion since Pearl 
Retail (cdib) . Nov. 139.9 139.3 135.2 116.1 Harbor to a total of nearly $21 billion. Despite 

curtailed output by the Allied Nations, $6.1 
ri ds = _ — te seg the world 
excluding Russia) during the five war years. 
ye LIVING (Ib3) 00 “oe nore ay HE 1940-4. Most of this has been retained abroad. In 
Chothi me ee 142.8 142.1 134.6 113.8 addition, we have shipped out or earmarked since 
- ing Dec. 108.3 108.2 108.1 107.8 Pearl Harbor $2.3 billion, or around 10%, of 

steed - ‘ F ‘ : our own stock of monetary gold. 

* * * 

RETAIL TRADE 

Retail Store Sales (cd) $b....... Nov. 6.13 6.05 5.64 4.72 then: apieenceid ve tin williak @ tangy Dobie a0 

a ge a sh a “oH or bs short term international account, and not the 

D ri a Sal re tb) $b aaa Dee. 0.88 0.67 0.77 0.40 creditor nation pictured by propagandists 

Chai sin Salee 2 il ora oa 191 206 170 15] | interested in huge long term foreign loans. We 

en ere gem wid | are still young, with much to learn about the 
wiles of foreign diplomacy. 

MANUFACTURERS’ 

New Orders (cd2)—Total Nov. 1% 2% mm wm ta dae 
Durable Goods _... Nov. 464 455 392 265 | It look a i 
Non-Durable Goods ....... Nov. 225 226 196 ee ne ee ee een 
Shipments (cd3)—Total . Nov. 279 284 270 183 | swing back again to a Long War Viewpoint. 
Durable Goods ................. Nov. 376 38] 374 220 | Present plans of the top command call for peak 
Non-Durable Goods nn nencnnnenee Nov. 203 208 189 155 armament production up to V-E day: then huge 
orders for planes, merchant and naval vessels, 

BUSINESS INVENTORIES—$b and new types of armament and weapons. Major 
End of Month ee oo Nov. 27.6 27.9 28.7 26.7 part of the Army left over from policing Europe 

Manufacturers’ rere Nov. 17.0 17.1 17.9 15.2 ill b d EOE a ae 

Wthciasnlers’ a 40 40 4) 46 | Will be moved to the Pacific, leaving large quan- 

Retailers’ . Nov. re 6.8 &7 7.2 | tities of equipment behind in order to economize 
Dept. Store Stocks (rb2) : Nov. 143 154 143 139 on shipping. 
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Latest Previous Pre- 
Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—1—pc Jan. 27 159.8 159.4 160.4 141.8 ; 
(MWe So) Denner Jan. 27 171.1 170.7 170.4 146.5 (Continued from page 540) 
Th b littl tooli by civili 
INDUSTRIAL PRODUCTION (rb3)| Dec. 232 «-232,—Sts« 2 Se EO eer mane gee + 
Durable Goods, Mfr. .......... Dec. 343 341 365 215 in us ry, but if you like to be realistic about the 
Non-Durable Goods, Mfr. . Dec. 173 172 174 141 Business Outlook it may be well to take it for 
ted that the mili ill i 
CARLOADINGS—t—Total Jan.27  -759~2Ss777'—S «831 833 — a“ - wrist a eer 
Manufacturers & Miscellaneous Jan. 27 372 379 376 379 Chee CT Me one Sep a eS age. 
SE Je eae Jan. 27 9 98 103 156 And don't count on a short war in the East. An 
Coal Jan. 27 165 172 185 150 army of 4 million Japs must be fought on the 
Grain cae : a Jan. 27 “4 46 - | Asiatic mainland, while a half million more reach 
ELEC. POWER Output (K.w.H.)m Jan. 27 4577 4,588 4,524 3,269 military age yearly. 
SOFT COAL, Prod. (st) m | Jon. 27° 1L7s12.0s*d12Bs«i ‘+ * 
Cumulative from Jan. 1 Jan. 27 46.4 34.7 51.7 446 | 
Stocks, End Mo. : Dec. 57.2 64.0 56.7 61.8 Meanwhile the Administration is committed to 
ee ee eee ee — <= i f | ft 
PETROLEUM—(bbls.) m | support wages and _ or per years a is 
Crude Output, Daily Jan. 27 473 473 441  4.11| Y-S day. Correction of material shortages an 
Gasoline Stocks . Jan. 27 87.22 88.71 80.92 87.84| supplying a huge foreign and domestic demand 
Fuel Oil Stocks i Jan. 27 51.12 52. 55 52. 98 94.13 | for civilian goods will sustain a Pos?-War 
Heating Oil Stocks enced (eae Jan, 27 a 35.04 37. 25 54.85 | Business Boom for a number of years, regard- 
LUMBER, Prod. (bd. ft.) m Jan 27 514 515 579 632 less of which element gains control of the R. F. C. 
Stocks, End. Mo. ‘bd. ft.) b =| Jan. 3.8 3.4 3.8 12.6 | Unfortunately for truth in economic thought the 
STEEL INGOT PROD. (st.) m Dec. 734 7.27 7.26  6.96| Party then in power will receive credit for this 
Cumulative from Jan. | Dec. 89.4 82.1 88.8 74.69} natural and inevitable interim of reconstruction 
ENGINEERING CONSTRUCTION p  BESEESENY: sane 
AWARDS (en) $m Feb. | 28.7 8.8 35.5 93.5 | 
Cumulative from Jan. | Feb. 1 117 88 192 5,692 | More than $7 billion was spent in the U. S. 
MISCELLANEOUS eer ss. | — — ~~ | last year for alcoholic beverages. Less beverage 
Paperboard, New Orders ‘st)t Jan. 27 160 132 146 165 alcohol was made in last month's “liquor holiday” 
Waste Paper Stocks, End Mo. (st)t | Dec. 186 188 109 167 than in August, because blizzards cut grain deli- 
Footwear Production (pairs)m Nov. 39.5 40.8 36.6 34.8 i a a ale 
Cigarettes, Domestic Sales—b | Dec. 17.8 20.6 22.8 17.1 | ye si ; y : eg Y 
Whiskey Withdrawals (tax gals.) m | Dec. 5.8 6.3 5.4 g.1 | this year, owing to stepped-up industrial alcohol 
Do., Stocks, End Mo... a Dec. 317 324 385 506 needs for synthetic rubber and aviation gasoline. 





ag—Agriculture Dep't. b—Billions. peer Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dep't., Jan. 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't., (1935-9—100) using Labor Bureau and other data. 
en—Engineering News-Record. |I—Seasonally adjusted index, 1935-9—100. lb—Labor Bureau. Ib2—Labor Bureau, 1926—100. |b3—Labor 
Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
data. np—Without compensation for population growth. pc—per capita basis. rb2—Federal Reserve Board, adjusted index aaa Mo.) 
1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
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No. of 194 Indexes——_—— | (Nov. 14, 1936, Cl. —100) High Low Jan. 27 Feb. 3 
Issues (1925 Close—100) High Low Jan. 27 Feb.3 | 100 HIGH PRICED STOCKS 76.25 62.77 74.91 76.256 
290 COMBINED AVERAGE 111.9 79.5 109.0 111 ‘96 100 LOW PRICED STOCKS 124.88 8s 33° 120.65 124.88G 
4 Agricultural Implements .... 178.9 148.6 168. 5 174.9 | 6 Investment Trusts 475 34.0 45. 8 47.5G 
10 Aircraft (1927 Cl_—100) 171.4 118.5 158.9 162.1 | 3 Liquor (1927 Cl—100) 412.5 291.4 404.3 407.5 
6 Air Lines (1934 Cl—100) 585.9 421.9 564.3 571.9 8 Machinery 143.3 105.2 140.8 143.3G 
5 Amusement _ .......... . C7 68.2 82.2 83.6 | 2 Mail Order 101.6 82.5 1016G 99.9 
13 Automobile Accessories 212.6 119.0 188.4 212.6Q | 3 Meat Packing 84.4 55.5 81.6 84.4G 
12 Automobiles 2 ccc cceseseee 39.6 17.6 37.5 39.6P | 11 Metals, non-Ferrous 157.3 116.4 155.7 157.3 E 
3 Baking (1926 Cl —100) 1.50 12.9 14.7 15.0 | 3 Paper a 20.0 12.9 19.0 19.3 
3 Business Machines 234.0 171.9 233.1 234.0G | 22 Petroleum oon 156.1 121.3 151.2 156.1 G 
2 Bus Lines (1926 Cl—100).. 145.1 101.9 145.17 143.5 19 Public Utilities 63.2 48.7 59.7 63.2 F 
4 Chemicals wi. VIF 176.0 194.8 195.6 5 Radio (1927 Cl_—100) 31.4 21.5 30.0 31.4G 
4 Communication : 81.1 57.1 77.7 78.7 7 Railroad iia 74.7 51.5 70.6 74.76 
ES Construction’ 2 AD 33.1 46.1 46.9E 21 Railroads 25.4 14.1 23.6 24.0 
7 Containers . 304.4 220.1 296.7 304.46 2 Shipbuilding 107.7 70.3 98.9 101.4 
8 Copper and Brass . 81.5 62.5 78.2 78.5 3 Soft Drinks 433.6 305.2 412.8 424.5 
2 Dairy Products ................ 50.6 38.6 49.2 50.6G 12 Steel and Iron 88.0 65.7 85.4 88.0D 
5 Department Stores .... 42.2 28.2 40.0 42.26 3 Sugar . 58.1 41.7 57.5 57.7 
5 Drugs and Toilet Articles... 125.1 81.0 121.0 123.3 2 Sulphur . AEs ae? 185.0 160.7 183.6 182.7 
2 Finance Companies. .... 248.9 216.1 227.8 232.5 | 3 Textiles : 63.8 48.0 62.5 62.7 
7 Eoow ‘Brande 2c... VASO 123.1 139.7 143.0Z 3 Tires and Rubber. 36.8 25.4 35.5 36.8 P 
2 Gcoe Stores: 2c. ER 46.5 56.6 57.9 K 5 Tobacco ......... SR 60.2 68.8 70.3 
4 Furniture eee tis a 89.1 56.4 87.6 89.16 2 Variety Stores ........... 259.3 219.7 258.4 259.0 
3 Gold Mining Rapa 1075.2 879.8 1051.8 1049.9 21 Unclassified ‘1943 Cl—100) 144.7 98.7 143.0 144.7A 








New HIGH since: A—1943; D—1940; E—1939; F—1938; G—1937; K—1934; N—1931; P—1930; Q—1929; T—1926. Z—New all-time HIGH. 
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Trend of Commodities 


Spot prices for farm products have advanced since our 
last issue to near their war-time peak. Earlier in the fort- 
night futures dipped to a new 1945 low; but rallied sub- 
sequently under stimulus of the Thomas bill to include farm 
wages in the parity formula and advance the base period 
from the present 1909-14 average to a 1919-29 average. 
Passage of this bill would automatically bring 30c cotton 
and $1.83 wheat. There were several other bullish develop- 
ments. The parity index as now computed advanced a point 
between mid-December and June 15. Parity price for 
cotton is now 50c higher than a year ago, with wheat u 
a cent. The two branches of Congress have passed bills 
extending the life of CCC to June 30, 1947 and increasing 
that agency's borrowing power by $1.5 billion to $2 


billion. Upon further reflection, traders are now disposed 
to look upon peace as bullish. It is pointed out that France's 
wheat acreage is estimated at 50°, of the pre-war average, 
while unfavorable weather affected plantings adversely in 
other countries. It is also realized that export and lend- 
lease demand for feed and food grains will be heavy until 
Europe’s agriculture can be rehabilitated. Brazil’s cotton 
crop has been hard hit by drought. Owing to labor short- 
age, 300,000 bales of cotton in the U. S. may be left to 
rot in the fields; but it won’t be missed much with a two 
year’s supply already on hand. The Government has placed 
a ceiling on cattle, at a somewhat higher level than current 
prices, and increased packer's subsidies moderately. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 


Feb.3 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities ....... 





COMMODITY FUTURES INDEX 


NOV. DEC. JAN. 
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COMMODITIES 





INDEX 



































Average 1924-36 equals 100 
1945 1944 1943 1942 1941 1943 1938 1937 


High .......... 98.66 98.13 96.55 88.88 84.60 64.67 54.95 82.44 


LOW nnn 96.49 92.44 88.45 83.61 55.45 46.5u 45.03 52.03 
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183.4 182.9 183.1 182.7 182.4 179.6 156.9 
11 Import Commodities ..... 169.0 169.0 168.7 168.7 168.4 168.0 157.5 
17 Domestic Commodities . 193.3 192.5 193.0 192.3 191.2 187.6 156.6 


12 Foodstuffs 
16 Raw Industrials .... 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 
Feb.3 Ago Ago Ago Ago Ago 1941 
7 Domestic Agricultural... 224.9 223.1 224.7 222.2 223.3 220.7 163.9 
misinwsineccnicininn LOG ZOVA 201.7 207.0 207.6 2067 199.2 
sewer 166.2 166.3 166.4 166.2 165.1 161.5 148.2 


RAW MATERIALS SPOT INDEX 


NOV. DEC JAN. 








100 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1921 1939 1938 1937 


High ............. 97.3 97.6 96.0 89.1 85.7 78.3 65.4 91.5 
Low cn... 967 “G49 %693' “66:1 (74:3 «614 57.5 64.7 
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nancial improvement achieved 
during the war period, has given 
the industry new stature. 

The industry is fortunate in 
that it faces no reconversion 
problem although studios and the- 
atres will require new equipment 
to replace that worn out during 
the war period. When building re- 
strictions are lifted, it is expected 
that a large number of new the- 
atres will be constructed to meet 
the growth and changes in popu- 
lation, and to replace obsolescent 
properties. The new theatres will 
contain many improvements ap- 
pealing to the movie goer. They 
will be smaller and more com- 
fortable, and they won’t be “pal- 
aces of the silver screen” in the 
Hollywood grand manner. The in- 
dustry well remembers the over- 
building of the late Twenties and 
intends no repetition of its disas- 
trous mistake. The movie busi- 
ness has become less exuberant 
in its maturity but it is deter- 
mined to make the most of post- 
war opportunities. 

These are especially attractive 
in the export field. It is expected 
that over-all foreign business 
available to major picture com- 
panies will be extremely large de- 
spite the problems of foreign ex- 
change, restrictive measures by 
foreign Governments and compe- 
tition from foreign film indus- 
tries. Everywhere that American 
troops have gone, movies have 
gone along. The liberation of 
Europe, and later Asia, will not 
only permit the re-opening of pre- 
vious markets but there is every 
indication that new markets can 
and will be created. The industry 
thus looks with confidence to the 
postwar era as an opportunity for 
further progress. 

Pricewise, from mid-1940 to 
early in 1948, motion picture 
shares outperformed the general 
market averages. Since then, de- 
velopments upon which the ad- 
vance was predicated have be- 
come facts rather than specula- 
and price performance 
thereafter has about equalled that 
of the market generally. This re- 
lationship may continue over the 
medium term. Although no mo- 
tion picture equity merits invest- 
ment rating in the stricter sense 
(since variations in public prefer- 
ences are unpredictable), their 
basic position has enormously im- 
proved; besides some merit atten- 
tion from the yield standpoint. 

Loew’s despite its recent sharp 
advance (since reduced) on the 
FEBRUARY 
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three for one split-up decision, 
still yields about 5% at current 
market price of 75. Proposed re- 
tention of the $1.50 annual divi- 
dend basis would raise the yield 
to some 7%, adjusted on a split- 
up basis. Similarly, Paramount at 
28 yields better than 6%, Twen- 
tieth Century Fox at around 28 
affords an income return of 7% 
and Universal Pictures at 2114 
yields over 9%. Both Paramount 
and Warner Bros., revitalized by 
progressive management and sim- 
plification of their capital struc- 
tures should eventually do better 
marketwise. The latter by sys- 
tematic debt reduction is paving 
the way for eventual resumption 
of dividends, suspended since 
1929. Technicolor, still in a growth 
phase, can look forward to stead- 
ily expanding demand for color 
films. 





Are Liquor Shares Acquiring 
Investment Status? 





(Continued from page 531) 
peace without seriously affecting 
sales volume. 

True, there is again talk of 
tightening supplies since much of 
latest output was put away for 
ageing. But distillers at present 
see no recurrence of the shor- 
tages of a year ago despite a pre- 
cautionary and on the whole 
modest tightening of allotments 
by some companies in_ recent 
weeks. Demand, on the other 
hand, continues at peak levels. 

Obviously the distillers have 
been doing a large business and 
have been eking out their dwind- 
ling stocks of aged whiskey by 
blending it with neutral spirits. 
Last month’s “holiday” will en- 
able them to do a certain amount 
or restocking of whiskey. Mean- 
while supplies on hand, though 
declining in view of exceptional 
demand, are still large, amount- 
ing to 345 million gallons against 
412 million a year ago and point- 
ing to withdrawals of some 120 
million tax gallons in 1944, 

Last year’s earnings of distil- 
lers have varied with company 
policies. Expansion of sales suf- 
ficient to offset higher taxes was 
achieved by Schenley through 
large Cuban imports, and by Na- 
tional Distillers through early and 
more liberal relaxation of dealer 
rationing. On the other hand, ex- 
tended rationing of supplies re- 
duced profits of Hiram Walker. | 

(Please turn to page 544) 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
cans. This is number sixty of a series. 


ScuHentey Distittrrs Corp., New YorK 
Modesty! 


This is a little story about a gentleman 
who has an important job in Schenley’s 
Cincinnati operations. He is seventy-six 
years old and sets a pace that oftentimes 
make younger men gasp for breath. His 
name is George “Pop” Muenzenmaier. 





You know, securing cartons for the 
shipment of merchandise has been one 
of our greatest problems. So we at 
Schenley’s instituted a carton salvaging 
program under which these used paper 
board collected from 
dealers all over the country and shipped 
back to our plants for rehabilitation and 
re-use. 


containers are 


At our plant in Lawrenceburg, In- 
diana, “Pop” Muenzenmaier is in charge. 
During a recent month 85% of all ship- 
ments from our Lawrenceburg plant 
were packed in rehabilitated and re-used 
cartons. “Pop” Muenzenmaier was com- 
plimented by no less than the vice-presi- 
dent in charge of operations and by the 
chairman of the board. In their letters 
of commendation they mentioned his 
achievement of attaining 85%. 


There is a humorous slant to this inci- 
dent reminiscent of the old 
story of the ball player who won a 
gam: for his team by clearing the 
loaded bases with a three-bagger. When 
his team-mates pounced upon him there 
was a lot of handshaking and_ back- 
slapping. The hero was very apologetic 
for making only a three-bagger; when 
he swung that old bat he really tried for 
a home run. 


“Pop” Muenzenmaier didn’t quite 
know how to take the letters he re- 
ceived. He didn’t know whether he was 
criticized for making only 85% and so 
apologized for the 15% that was lacking. 
He wrote to his chief: 


which is 


“I realize that I am not the 
youngster that I was at one time 
(at 76 years of age you are no kid 
anymore), and sometimes wonder 
(when pressure is put on me) 
whether you might think I am 
slipping.” 

Well, “Pop”, after all these years, it 
looks to us as though your apprentice- 
ship days are over and you now have a 
steady job. 

MARK MERIT 

of ScHENLEY DisTILLers Corp. 
FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y. and you will receive a booklet con- 


taining reprints of earlier articles on various 
subjects in this series. 


543 














Atlas Corporation 


Dividend on Common Stock 


NOTICE IS HEREBY GIVEN that a divi- 
dend of 25¢ per share has been 
declared on the Common Stock of 
Atlas Corporation, payable March 
20, 1945, to holders of such stock 
of record at the close of business 
February 28, 1945. 





Dividend No. 34 
on 6% Preferred Stock 


NOTICE IS HEREBY GIVEN that a divi- 
dend of 75¢ per share for the quarter 
ending February 28, 1945, has been 
declared on the 6% Preferred Stock 
of Atlas Corporation, payable March 
1, 1945, to holders of such stock 
of record at the close of business 
February 17, 1945. 


Wa ter A. PeTerson, Treasurer 
February 7, 1945. 























cr, CROWN CORK & SEAL 
<2 ~=CoMPANY, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day 
declared the Regular Quarterly Divi- 
dend of fifty-six and one-quarter cents 
($.56144) per share on the $2.25 Cumu- 
lative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable March 
15, 1945, to the stockholders of record 
at the close of business February 28, 
1945, 

The transfer books will not be closed. 

J. J. NAGLE, Secretary. 

February 1, 1945. 





Currently, costs are generally 
higher and heavier selling and 
promotion expenses are in’ pros- 
pect, particularly if there is a ban 
on the sale of new formula blends 
under established brand names. 
Sales presently are centering on 
blended whiskies which carry 
narrower margins; thus spreads 
are expected to contract, suggest- 
ing that the peak of operating in- 
come has been passed. But distil- 
lers are well into the EPT brack- 
ets and most of the decline will 
be at the expense of taxes, mak- 
ing for relatively little change in 
net. Despite improved finances, 
dividends are expected to con- 
tinue conservative because of 
large working capital require- 
ments for financing postwar in- 
ventory expansion. 

The longer term outlook ap- 
pears distinctly favorable. The 
industry faces no reconversion 
problem and strong future de- 
mand is indicated by the high 
level of national income envisaged 
in the postwar years. As it is, the 
upward sales trend should con- 
tinue with volume exceeding nor- 
mal prewar levels. 

The advent of peace will natur- 
ally lead to renewed competition 
which may accentuate the drop 
in operating net indicated by 
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higher cost of operations and in- 
creased sales of narrower-margin 
blended whiskies but competitive 
practices should be on a sounder 
basis than in prewar. The outlook 
therefore points to substantial 
profits, especially in view of ul- 
timate tax relief and strong di- 
versification trends. The latter 
should not only stabilize earnings 
but make for further growth even 
should liquor potentials reach 
their eventual limits. The recent 
trend towards diversification into 
such varied lines as wine, beer, 
soft drinks, drugs and pharma- 
ceuticals, plastics, dehydrated 
foods and high-protein feed thus 
assumes importance as making 
for eventually heightened invest- 
ment stature of the equities of 
leading companies. 

Last but not least, there is the 
prospect of substantial export 
sales after the war, possibly the 
capture of a good part of Latin 
American trade from Canada and 
Scotland and further penetration 
into European markets. The 
American, liquor industry today 
finds itself in a far better position 
than its leading competitor, the 
Scotch whiskey industry, both as 
regards inventories and ability to 
increase shipments, and is by no 
means backward in pushing this 
advantage. 

In the past, hard liquor equi- 
ties have never commanded a high 
investment prestige, even those 
with good earnings and dividend 
records. There is reason to believe 
that this is now changing. For 
one, the distilling business has 
assumed big industry dimensions 
and in the process become highly 
concentrated; this spells not only 
good but far more stable earnings 
than in the past, aided by the im- 
portant diversification factor 
cited above. During war-time, the 
industry has been highly essen- 
tial; it can look forward to the 
postwar era with confidence born 
of the knowledge that its contri- 
bution to victory bears creditable 
comparison with that of any other 
segment of American business. 
For months, it has been produc- 
ing an enormous volume of indus- 
trial alcohol at relatively little 
profit, essential to the success of 
the war production effort. 

One factor which tended to 
minimize investor regard for li- 
quor shares was the threat — 
however faint — of a possible re- 
turn of prohibition. This threat 
is hardly potent any longer. Then 
there is the question of heavy 


consumption taxes — taxes which 
in a period of declining employ- 
ment would cut into consumer de- 
mand and impart the industry 
distinct cyclical characteristics, 
This no doubt constituted a real 
problem but it has been answered, 
in a goodly measure, by far-flung 
diversification. 

At present, liquor stocks have 
far from discounted their current 
high earnings. Except for the 
“whiskey dividend” interlude, 
there has been little speculative 
splurge in the liquor group 
though quiet accumulation has 
been noted frcm time to time. In 
recent months, leading distiller 
equities moved more or less with 
the mar‘et, our group index cur- 
rently béing about 40% above the 
1944-45 low, exactly the same as 
our broad Combined Stock Index, 
and prices for individual issues 
are ranging a few points below 
the highs for the same period. 
Price-earnings ratios are conser- 
vative, ranging from six to eight 
times 1944 earnings for such 
leaders as  Schenley, MHiram- 
Walker and National Distilleys, 
and dividend yields, despite con- 
servative disbursements, _ still 
have a measure of attraction. 

With full replacement of liquor 
stocks impossible under war-time 
conditions, large inventories have 
been converted into cash. The re- 
sultant strengthening of finances 
places the industry in a strong 
position for the postwar when 
stocks must be built up again. 
The prospect is that with the re- 
turn to normal inventories, earn- 
ing power will stabilize at satis- 
factory levels, permitting fairly 
liberal dividend policies. It should 
make for ultimately higher in- 
vestment esteem for the equities 
of seasoned companies. 





Another Look at the 
Chemicals 





(Continued from page 526) 


hold important investment impli- 
cations and pay off in terms of 
far greater stability of operations 
and earnings, apart from insur- 
ing continued growth. 

According to the present out- 
look, postwar sales should at least 
equal but eventually greatly ex- 
ceed prewar volume, as the past 
development trend is projected 
into the future with many new 
products contributing to the over- 
all improvement. On the whole, 
the sales trend should closely 
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UNIVERSAL 


PICTURES COMPANY, INC. 
reports to the public 


For eight consecutive years, 
public patronage for Universal pic- 
tures has increased. It is the patron- 
age, by millions of moviegoers in this 
country and throughout the world, 
that enables this company to earn 
“its living” and a return to its stock- 
holders on the capital they have in- 
vested in the enterprise. As a conse- 
quence, it is felt that a substantial 
part of the public can be expected 
to have an interest in Universal’s 
progress during its past fiscal year. 


STAR DEVELOPMENT PROGRAM 


Stars are a most important asset to a 
motion picture company and Universal’s 
program for developing new star per- 
sonalities continues to meet with suc- 
cess. The big majority of the company’s 
pictures are built around its own stars. 
Universal has 49 players under con- 
tract, including some of the biggest box 
office names in motion pictures. Most 
of them are the product of its star 
development program. 

Universal has been fortunate in the 
past in developing, such top-ranking 
stars as Deanna Durbin, who eight 
years ago was an unknown young singer; 
Abbott and Costello, a night club act 
that has become the nation’s most popu- 
lar comedy team; Maria Montez, who 
from a role in a minor Western picture 
has blossomed into a top drawing card 
at the nation’s box offices, and Donald 
O’Connor, an engaging youngster who 
has become a favorite of young and 
old alike. 

In addition, Universal has under con- 
tract a number of other stars of proven 
box office value developed through this 
program. These include Susanna Foster, 
now starred in “Frisco Sal’’; Turhan 
Bey, who will appear opposite Maria 





UNIVERSAL PRODUCTIONS YOU WON'T 


WANT TO MISS— Deanna Durbin in “’Can’t 
He!p Singing’’ with Robert Paige, Akim Tami- 
roff; Abbott and Costello in ‘‘Here Come the 
Co-eds”; Maria Montez, Turhan Bey in ‘‘Su- 
dan”; Yvonne De Carlo, Rod Cameron in 
“Salome, Where She Danced’; Susanna Fos- 
ter, Turhan Bey in “Frisco Sal”; Charles 
Laughton, Ella Raines in ‘The Suspect’; Jack 
Oakie, Peggy Ryan in ‘That's the Spirit.’ 











Montez in “‘Sudan’’; Ella Raines, fea- 
tured in ‘“The Suspect,’’ and Robert 
Paige, who has scored a hit opposite 
Deanna Durbin in “‘Can’t Help Sing- 
ing.” Then there are Ann Blyth, David 
Bruce, Louise Allbritton and Peggy 
Ryan, to mention only a few. 


On the horizon for the future are 
other personalities who give promise of 
going far. Yvonne De Carlo, an un- 
known chosen from thousands of girls 
in a nation-wide search for the lead in 
“Salome, Where She Danced,’’ is one. 
Another is Rod Cameron, who, rising 
from roles in minor Western pictures, 
now has a leading part in the same 
motion picture. Still another is Charles 
Korvin, who has already “clicked” in 


strengthened, the total increasing from 
$16,094,906 to $18,798,687. The ratio of 
current and working assets to current 
liabilities was 2.84 to 1. 

The company’s capital structure was 
strengthened and simplified during the 
past year as a result of the sale of 
$7,500,000 of 334% debentures, due 
March 1, 1959. The proceeds from the 
sale were used to retire the company’s 
outstanding bank loans and its 5% 
Convertible Debentures, due 1950. 

Taxes of all kinds totalled $9,639,542 
for the year. This was equivalent to 
approximately $2,741 per employee in 
the United States, to 43 cents of every 
dollar of wages and salaries and to 
$14.55 per share of stock. 
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his first starring picture, ‘“Enter Arsene 
Lupin.” 

FINANCIAL PROGRESS 
Reflecting the entertainment value of 
Universal productions, the drawing 
power of its stars and the favorable 
market for motion pictures, rentals and 
other income from operations increased 
to $51,561,504 in the fiscal year ended 
October 28, 1944, the largest amount in 
the history of the company. This com- 
pares with $46,478,527 in the preceding 
fiscal year. 

Net earnings, after provision for 
Federal income and excess profits taxes 
of $7,847,900, aggregated $3,412,701, 
equivalent to $5.15 per share on the 
number of shares of stock outstanding 
at the end of the fiscal year. This com- 
pares with $3,759,968 in the preceding 
fiscal year. 

Net working capital was further 
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Last year the payment of dividends 
was placed on a quarterly basis, the 
company paying a total of $2 per share 
for the year. Since the close of the fiscal 
year it has declared another quarterly 
dividend of 50 cents per share, payable 
January 31, 1945. 


Universal has continued" to place serv- 
ice to the nation in the war effort as a 
foremost consideration in its activities. 
Through the War Activities Committee 
of the Motion Picture Industry, it has 
contributed, without cost, 2,021 16mm. 
prints of feature pictures and 1,275 
prints of short subjects to the Army for 
showing to troops abroad. 


J. CHEEVER COWDIN, 
Chairman of the Board 


N. J. BLUMBERG, President 


A copy of the Annual Report will be gladly furnished on request to Universal Pictures Company, Inc., Rockefeller Center, New York 20, N. Y. 
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RAIL 


BONDS 
for income and profit 


INE undervalued railroad bonds 

offering attractive income and 
profit possibilities are recommended in 
a special report by UNITED Service. 
These include strongly situated Junior 
Issues yielding up to 5.8% for safety 
and income. 


Yields up to 9% 

In addition, the list includes 6 Re- 
organization Rail Bonds, selling from 
50 to 78, for appreciation and generous 
income, with indicated yields up to 9%. 





A copy of this valuable report 
will be sent gladly upon request. 


Send for BulletinMW51 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 


parallel the industrial production 
trend. With the latter assumed to 
continue high, and given some tax 
relief, longer term earnings po- 
tentials appear promising. 

Advancing labor costs would 
prove less of a factor in this 
highly mechanized industry 
which has always enjoyed one of 
the lowest wage ratios. Plant ex- 
pansion during the war, though 
predominantly at Government ex- 
pense, will undoubtedly raise com- 
petitive questions in various 
branches of the industry. How- 
ever, newcomers are likely to be 
few, considering the heavy capi- 
tal requirements and _ research 
outlays indispensable for success- 
ful operations, and well en- 
trenched companies should read- 
ily maintain their positions. 

Net profits of the chemical in- 
dustry are largely dependent upon 
volume as against taxes and 
necessarily high overhead, and to 
get volume, the industry in the 
past has gradually lowered prices 
with gratifying results. Last 
year, however, despite enormous 
volume, net in many instances 
was squeezed between rigid ceil- 
ings and rising costs, leading to 
moderately lower profits in a good 
many instances, particularly the 
heavy chemical companies. This 
experience is likely to continue 
in 1945, especially should the 
downtrend in sales become once 
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more pronounced, and the longer 
range outlook suggests the prob- 
ability of generally lower profit 
margins than in prewar years un- 
less offset, as it well may, by 
further research benefits. 

New war production plans for- 
mulated around the turn of the 
year were calling for sharply in- 
creased output particularly of ex- 
plosives and related raw mate- 
rials in line with the longer war 
psychology then prevalent. These 


_ plans are still in force, supersed- 


ing a cutback in chemical produc- 
tion last autumn, when there ap- 
peared to be a huge overproduc- 
tion of smokeless powder and raw 
materials for this and other ex- 
plosives. Revived demand will be 
especially large for sulphuric acid, 
ammonia, toluol, cellulose and al- 
cohol, as well as other chemical 
raw materials, and if continuing 
long enough should halt if not 
reverse the earnings downtrend 
noticeable in the latter part of 
1944. On the whole, however, 
war-time earnings of chemical 
producers are not likely to break 
through the ceiling somewhere 
around average 1933/44 levels 
even should enlarged production 
goals continue for the better part 
of the current year. 

Huge war demand for explo- 
sives has, on the whole, only mod- 
erately added to the revenues of 
the large chemical producers such 
as duPont, Atlas Powder and Her- 
cules Powder. These have fur- 
nished the Government immense 
quantities of explosives but the 
bulk was produced in plants built 
and owned by the Government 
and operated on a management 
fee basis. The end of the war will 
of course bring heavy cutbacks 
and cancellations with demand 
reverting to close relationship 
with the call for commercial ex- 
plosives. The longer range out- 
look for the latter is mediocre but 
all companies in this field, duPont 
preeminently so, are greatly or 
increasingly diversified and 
should be able to adjust them- 
selves to peace-time conditions 
without great difficulty. 

Profits of sulphur producers 
last year were reasonably well 
maintained but the longer term 
outlook is not particularly im- 
pressive since sulphur demand 
varies almost directly with gen- 
eral business activity. A fairly 
sharp recession may occur during 
the transitional period, to be fol- 
lowed by a rebound closely in line 
with postwar business conditions. 


Its leading derivative, sulphur 
acid, is the most widely used of all 
chemicals with the great bulk of 
output centered in the hands of 
some thirty chemical companies, 
Leaders are duPont, Allied Chem- 
ical, American Cyanamid, and 
Monsanto Chemical. There is 
little reason to expect any threat 
to sulphuric acid as the cheapest 
and best multi-purpose acid. Un- 
der normal conditions, consump- 
tion is expected to continue its 
gradual secular growth though 
showing cyclical variations in line 
with general business activity. 
The world’s most valuable sul- 
phur reserves are in Texas and 
Louisiana, owned by Texas Gulf 
Sulphur and Freeport Sulphur. 
The fertilizer industry normally 
is the largest outlet for raw sul- 
phur and its derivatives but enor- 
mous quantities are now going 
into explosives manufacture. 

Volume sales of alkalies and 
chlorine rank next to those of 
the mineral acids. Cheapest is 
soda ash, 40% of which is pro- 
duced by six companies including 
Allied Chemical, Mathieson Al- 
kali, Diamond Alkali and others. 
Soda ash is in wide demand by 
makers of soap, glass, cleaning 
compounds, etc. A stronger and 
most expensive alkali is caustic 
soda, sometimes produced from 
soda ash but more often by brine 
electrolysis; it is an essential 
item in the manufacture of rayon, 
cellulose films and many organic 
chemicals, as well as in petroleum 
refining. Chlorine, the co-product 
of caustic soda from electrolysis 
of brine is a highly valued agent 
in a wide range of organic chemi- 
cal manufacture and used espe- 
cially in the production of ethyl 
compounds by petroleum refiners, 
and for bleaching purposes. Dow 
Chemical, du Pont, Allied Chemi- 
cal and others are important fac- 
tors in the field. Soda ash and 
caustic soda output should con- 
tinue to parallel closely the ac- 
tivities in the main consuming 
lines and gradually extend their 
secular growth though recurring 
price unsettlements for caustic 
soda may be a restraining post- 
war factor. Profits should be 
guided primarily by volume. The 
promising outlook for organic 
chemical manufacture promises to 
sustain the fundamental growth 
trend in chlorine output in the 
coming peace time period. 

Most important of all industrial 
solvents are the alcohols which 
form indispensable bases for the 
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production of innumerable prod- 
ucts such as resins, perfumes, 
drugs, synthetic organic chemi- 
cals and above all, synthetic rub- 
ber. About half of industrial 
(ethyl) alcohol output in 1944 
was earmarked for synthetic rub- 
ber manufacture alone. U. S. In- 
dustrial Alcohol and Commercial 
Solvents are the leading produ- 
cers of alcohol by fermentation 
but the field is highly competitive 
and together with existing excess 
capacity for normal requirements, 
the outlook points to varying op- 
erating results once the indicated 
large demand in the early post- 
war period has been satisfied. 

Union Carbide, duPont and 
Commercial Solvents are princi- 
pal makers of Methanol or wood 
alcohol. For the duration of the 
war, abnormal demand will prob- 
ably continue to strain capacity. 
Under normal conditions, the 
price structure is orderly in 
marked contrast to that of many 
other solvents. 

Fertilizer demand during the 
war period mounted progres- 
sively and should continue heavy 
in the immediate postwar period 
in line with prospective rehabili- 
tation needs of agriculture 
abroad. This will tend to main- 
tain the present improved price 
structure but the longer term 
sales outlook suggests that over- 
capacity with its attendant com- 
petitive evils will continue to keep 
profit margins low and make 
earnings widely variable. Grow- 
ing diversification on the part of 
the leading companies, creating 
new and less erratic income 
sources, may in time impart 
greater earnings stability but ac- 
tual results remain to be seen. 

Dyes made from _ synthetic 
chemicals add enormously to the 
diversified business of duPont, Al- 
lied Chemical, General Aniline 
and American Cyanamid. Sales 
have expanded greatly during the 
last decade and with quality 
showing steady improvement, the 
consumption trend _ continues 
strongly upwards. 

Perhaps the most valuable re- 
cent contribution of research has 
been the development of synthetic 
resins and plastics, a well publi- 
cized subject. Most leading chemi- 
cal concerns have a stake in this 
field, development of which has 
been enormously speeded by the 
war, pointing to almost unlimited 
postwar application of plastics in 
civilian production. Having al- 
ready established themselves as 
FEBRUARY 
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Maybe you don’t realize it, because so 
many Long Distance calls. go through 


so promptly. 


But sometimes, in some places, there’s 
an extra heavy rush and all available 
circuits are in use and people are waiting. 


Then the operator will make this war- 
time suggestion—‘‘Please limit your call 


to 5 minutes.”’ 


| 


important industrial materials, 
plastics are expected to extend 
their rapid growth, becoming in- 
creasingly important, from a 
sales standpoint, to many leading 
concerns. By the same token, the 
field is bound to become highly 
competitive. The rapidity of new 
developments and prospective in- 
tensification of inter-product com- 
petition makes it increasingly 
probable that only those produc- 
ers making well-rounded lines and 
thoroughly integrated as to raw 


BELL TELEPHONE SYSTEM 





materials can be considered rea- 
sonably secure in their trade po- 
sitions over the longer term. 

So technical and involved are 
the many competitive aspects of 
the plastics industry that investor 
interest would seem best served 
by concentration on companies 
where plastics are an important 
sideline rather than the principal 
product. These include duPont, 
American Cyanamid, Monsanto 
Chemical, Union Carbide and 
many others. 
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Bottled in Bond—100 Proof—Old 


Grand-Dad is a prime example of the 


distiller’s art. A whiskey in which 
nothing has been spared that might 
add to the bourbon-drinker’s delight. 
Head your next list of guests with the 
Head of the Bourbon Family. 


KENTUCKY STRAIGHT BOURBON WHISKEY 
100 Proof - Bottled in Bond 
National Distillers Products Corp., N.Y. 


Chemical shares habitually sell 
at high prices in relation to earn- 
ings and dividend distributions 
because of the long-term growth 
potentialities inherent in the in- 
dustry. For the past year or so, 
prices have lagged behind the in- 
dustrial average in apparent rec- 
ognition of the major (volume) 
inflation caused by war and the 
readjustment problems to come. 
Despite undeniable growth pros- 
pects, investors seemingly are re- 
luctant to pay too large a pre- 
mium for earnings that may be 
well in the future when little 
further improvement can be seen 
over the nearer term. Shares of 
leading companies have of course 
definite investment attributes 
and are well suited for inclusion 
in conservative portfolios but 
yields at present are rather small, 
with virtually none of the more 
seasoned stocks affording any- 
thing approaching liberal income. 
Their appeal for the most part 
rests in future enhancement pos- 
sibilities, based on what has been 
aptly termed the industry’s “re- 
lentless growth trend”. 

The industry has no direct re- 
conversion problem, and postwar 
demand should eventually average 
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well above prewar. The prime 
problems for an indeterminate 
period following the war’s end 
will not be production but distri- 
bution in order to spur the rate 
of peace-time consumption suf- 
ficiently so that war-built plants 
can be fully utilized. In the proc- 
ess, competitive factors are likely 
to loom larger than normally, add- 
ing to the uncertainties of the 
readjustment period. 





A Realistic View of the 
Building Industry 





(Continued from page 530) 
for air-conditioning is full of 
promise. 

The paint industry uses about 
60% of its peacetime production 
for maintenance purposes. Thus 
paint makers, unlike other sup- 
pliers of the building trade, are 
not so dependent upon new con- 
struction activities as a determi- 
nant of their prosperity. The re- 
placement factor is far more im- 
portant, and tends to stabilize 
sales to a considerable extent dur- 
ing periods when builders are 
comparatively idle. Military and 
industrial demands for paint have 
made it impossible for manufac- 
turers to keep pace with civilian 
replacement requirements, al- 
though the lag is not so pro- 
nounced as in some other 
branches of the building-industry. 
The backlog of deferred demand 
thus created will continue to grow 
for the duration of the war. The 
paint trade is highly competitive 
because small capital require- 
ments and transpertation cost 
factors have led to the establish- 
ment of many independent fac- 
tories throughout the » country. 
Several well-known concerns, in- 
cluding Sherwin-Williams, Pitts- 
burgh Plate Glass, and Davoe & 
Raynolds, however, have gained 
excellent volume by their ability 
to improve quality of products 
through extensive research and 
by the expenditure of large sums 
for promotional activities. Satis- 
factory profit margins have pro- 
duced gains in net for some of 
the paint makers in 1944, and div- 
idend payments have been well 
maintained. 

The producers of lumber, a pri- 
mary requisite in most building 
operations, have _ experienced 
enormous demand for military 
purposes in supplying material 
for emergency housing and for 
boxing and crating countless 


items to be shipped overseas. But 
while lumber was in peak de- 
mand, manpower shortage for the 
last two years has forced cur- 
tailed operations both in the for- 
ests and the mills. It is not 
strange, accordingly, that accep- 
tance of orders from civilians had 
to be almost completely denied. A 
wartime innovation of mobile 
power cutting in the forests will 
effect cost savings as well as tend 
to stabilize production, and as sci- 
entific planting has permanently 
assured ample tree reserves, oper- 
ating fundamentals will become 
sounder. A possible trend to sub- 
stitute other materials for lumber 
is offset by the higher expense 
involved. In any event, the lumber 
trade should continue to expe- 
rience high level demand during 
the war, and for many years 
thereafter. 

In evaluating postwar earnings 
prospects of building supply. .com- 
panies, a look at prewar earnings 
is of interest. As the appended 
table shows, most of the compan- 
ies listed thereon had fairly good 
average earnings during 1936-39 
although that span from the 
standpoint of building activity 
was by no means a boom period. 
True, prewar taxes were far less 
onerous and manufacturing costs 
were lower; on the other hand, 
volume was considerably under 
that confidently expected in the 
postwar era. Postwar net of 
course will be importantly condi- 
tioned by taxes, and at least some 
tax relief is taken for granted 
after the end of the war. On the 
whole, earnings should materially 
exceed prewar experience. 

The prospect now is that im- 
mediately after VE-Day, restric- 
tions on civilian building will be 
largely removed in the interest of 
providing quick mass employ- 
ment. Nevertheless, a gradual 
rather than abrupt resumption of 
activity must be expected as re- 
adjustments of manpower and 
materials allocations are likely to 
slow up the start, perhaps for as 
long as the first reconversion 
year. Most companies however are 
financially well able to wait for 
what looks like inevitable and 
prolonged prosperity thereafter. 

From the standpoint of income 
yield, most building shares today 
offer little attraction and price- 
earnings ratios, based on prewar 
average net, are high for the most 
part, indicative of the fact that 
a good deal of the bright postwar 
outlook has been discounted at 
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current prices. In other words, 
market appraisal of the longer 
term future has been quite lib- 
eral. Just how liberal naturally 
depends on what postwar busi- 
ness, and earnings actually will 
be like. Chances are that they are 
far from fully discounted, at least 
if the more sanguine expectations 
of the postwar building boom ma- 
terialize. But this remains to be 
seen. : 

Thus while further price en- 
hancement is not precluded as ac- 
tual postwar building prospects 
develop, most building shares at 
current market levels must be 
viewed as adequate commitments 
until a clearer view can be had 
of the size and scope of the post- 
war boom. While normally unsuit- 
able for long-term investments 
due to the marked cyclical factor 
in building activity, some shares 
in the group may qualify as good 
medium term investments, if pur- 
chased low enough to assure ade- 
quate income yield, in view of the 
long cycle of rising building ac- 
tivity ahead. 





Rubbers In New Era 





(Continued from page 533) 
up demand is fully served. 

The disadvantages of the rub- 
ber business cited here undoubt- 
edly have something to do with 
plans of some of the companies — 
most notably Firestone—to carry 
product diversification far afield 
from rubber goods. Such ventures 
may or may not prove profitable 
and stabilizing influences for the 
long-term. Obviously, that is a 
matter on which one has no basis 
for opinion — excepting that the 
benefit of the doubt can reason- 
ably be given to managements 
which have got superior results 
in the past. To the extent that 
diversification is pointed toward 
household equipment, some reser- 
vations may be in order. This, too, 
is going to be a sharply competi- 
tive business. 

However, the prospect for the 
industry is very favorable for the 
rest of the war period — by which 
we mean both wars or either — 
and for a fairly extended series of 
post-war years. And we are in a 
bull market. Subject to the usual 
reactions, not excepting some pos- 
sibly deep ones, it may well go 
a lot further, for money is cheap 
and getting ever cheaper. Which 
is to say that rubber stocks, re- 
gardless of the great percentage 
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This advertisement appears as a matter of record only and 1s under no circumstances to be 
construed as an offering of these securities for sale, or as a solicitation of an offer 
to buy any of such securities. The offering is made only by the Prospectus. 


199,847 Shares 
Philip Morris & Co. Ltd., Incorporated 


Cumulative Preferred Stock, 4% Series 


Par Value $100 per Share 


Price $105.50 per Share 


All of the above mentioned shares were subscribed for by the Common Stockholders of 
the Company or their assigns at the price set forth above or were taken in exchange by 
holders of the Company’s Cumulative Preterred Stock, 4)o'¢ Senes and 4)4° ¢ Series. 
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including the undersigned, as may lawfully offer the securities in such State. 


LEHMAN BROTHERS 


February 1, 1945 
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advances already scored from ri- 
diculously over-depressed prices 
in early 1942, show no evidence 
of being “through”. The writer 
would merely emphasize that 
their basic quality, even though 
very substantially improved, is 
still speculative; and hence that 
the are not stocks that owners 
should either forget about or take 
for granted. 

The Big Four stocks — Fire- 
stone, Goodrich, Goodyear and 
U. S. Rubber — are now priced 
at an average of 5714. That is 
15.5 times highest pre-war earn- 
ing power and just a shade under 
8 times average earnings (partly 
estimated) for the latest year. 
Should post-war earnings be 50 
per cent higher than in the best 
pre-war year— which would 
seem a reasonably optimistic as- 
sumption — the present average 
price is about 10.4 times that 
projection. It might be noted that 
at the height of the 1937 specu- 
lation, these stocks sold at 12 to 
14 times earnings of the preced- 
ing year, with the exception of 
U. S. Rubber, which went to the 
extreme of 22 times earnings be- 
cause of the premium attaching 
to “du Pont management” and 
the mistaken notion that this 





company was, or would be, the 
General Motors of the rubber 
business. It is a fine company, 
but has never been superior 
enough — if superior at all — to 
justify earnings capitalizations 
57 per cent to 83 per cent higher 
than for the others, as in 1937. 
Of course, that fact has since 
been recognized. Market popular- 
ity is a curious thing, usually 
resting in considerable part on 
intangibles, often transient. Back 
in 1929, Goodyear was the top 
stock at about 154, followed by 
Goodrich at 105 and U. S. at 85, 
while Firestone was a distant 
fourth at 58. The spread between 
the market leader and the last 
stock in the group was 96 points. 
In 1937, Firestone was still last, 
at 41, and the spread between it 
and the leader (U. S. Rubber) 
was 31 points. Now the widest 
spread is about 314 points, U. S. 
Rubber is the low stock, Good- 
rich and Firestone are neck-and- 
neck for “top honors” and all are 
so closely bunched that “leader- 
ship” shifts rather frequently. 
None of us can look very far 
into the future. It is possible that 
hindsight may some day show 
that there was something unten- 
able about the price relationships 
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of these stocks in February, 1945. 
Still, leaving out the intangibles 
and looking just at the statistics, 
the relative market appraisals 
seem pretty nearly right to this 
writer, and certainly more realis- 
tically intelligent than those of 
1937 and 1929. For one of the 
unique things about the rubber 
industry is that the four great 
companies, which normally do 
about three-quarters of the total 
business, are so nearly compar- 
able in size, in capitalizations, in 
earnings per share and in divi- 
dends per share, and yields 
thereon. 


Firestone has the most stable 
long-term earnings and dividend 
record of the four. It has, as the 
others do not, a strong position 
in retailing through its owned 


- chain of 675 stores which handle 


its own consumer products and a 
wide variety of other merchan- 
dise. This is a stabilizing influ- 
ence, with potentialities for con- 
siderable future growth after the 
war. The company is second to 
none in aggressive plans for di- 
versification. The stock’s book 
value per share ($57.51) is, by a 
goodly margin, the largest of the 
four. Since tires and tubes nor- 
mally account for about two- 
thirds of volume, the company is 
not as well balanced, relatively, in 
mechanical rubber goods as are 
Goodrich and U. S. Rubber. Still, 
on an over-all basis, Firestone 
would be the writer’s first choice 
for investment in the rubber in- 
dustry. 

Though substantial cut-backs 
in war work may not be far 
ahead, between tax cushions and 
probably reduced contingency de- 
ductions, stated earnings for the 
present fiscal year conceivably 
may be close to 1944’s $7.34 a 
share. The $2 dividend is secure. 
Operating margins, due to su- 
perior stability, have averaged 
higher than for Goodrich and 
U. S., but about on a par with 
Goodyear. The financial position 
has always been strong, though 
the current ratio is down to 2.3 
from 5.9 in 1939. This is a tem- 
porary thing, common to all com- 
panies whose operations have 
been greatly swollen during the 
war. 

On a statistical basis, Good- 
rich would seem to have some- 
what greater longer-term specu- 
lative potentialities than the oth- 
ers of the Big Four, but it must 
be acknowledged that this is an 


opinion not beyond challenge. 
Goodrich and U. S. are closely 
alike in some respects. In dollar 
amount of senior capitalization 
per common share, they have 
roughly the same leverage, which 
is moderately more than on Good- 
year and much more than on Fire- 
stone. They are alike in that 
around 40 per cent of revenue 
normally derives from mechanical 
rubber goods or other non-tire 
products, a bigger ratio than for 
Firestone or Goodyear. Though 
both are in plastics, Goodrich ap- 
pears to the writer to have a lead 
start in its Koroseal line. 


Assuming contingency deduc- 
tion of about $3 a share, esti- 
mated 1944 earnings of Goodrich 
are $7.50 a share. Earnings 
should rdémain at high levels this 
year, for the same reasons pre- 
viously cited for Firestone. The 
well-covered $2 dividend is not 
likely to be increased. Financial 
position is strong, subject to the 
usual war-time pressure on work- 
ing capital. Book value ($51.70 a 
share, as of last June 30 and 
probably higher now) is much 
larger than that of U. S. (38.44, 
as of the same date) and com- 
pares with $42.02 for Goodyear. 
Past operating margins have been 
inferior to Firestone and Good- 
year, about on a par with U. S., 
but improvement effected by the 
present management is likely to 
stick. 


Goodyear has had the largest 
war-time expansion in sales, op- 
erating income and net per share. 
It therefore has a proportionately 
larger deflation in war work 
ahead of it than the others. In 
other words, there is a bit more 
“war” in the company’s present 
situation than in those of the 
others. This probably accounts 
for the fact that the stock’s cur- 
rent price-earnings ratio is the 
lowest of the four. Net for 1944 
was probably around $11 per 
share before contingency reserve 
and about $8.50 after it. It should 
be well-maintained this year, and 
the $2 dividend ought to be the 
minimum. Finances are strong, 
with current ratio of 3.2 against 
6.2 in 1939. The company has 
more of a reconversion problem 
than the others and is normally 
the most dependent (75 per cent) 
on tires and tubes. Like the rest, 
however, it is increasingly diver- 
sification-conscious, especially in 
plastics. 

U. S. Rubber earnings for 1944 


are estimated at around $5.50 to 
$6 a share, depending on reserves 
and adjustments. They are under 
share earnings of the others by 
a wider degree than was usual in 
peacetime, and this probably ac- 
counts for the relative reduction 
in the stock’s popularity. How- 
ever, when readjustment time 
comes the advantage not unlikely 
would lie with the company which 
had had the smallest relative in- 
flation of operations and earn- 
ings, as compared with 1939 — 
and that is U. S. There is every 
reason to suppose that post-war 
profits per share will be more in 
line with the others, and that at 
least part of former market lead- 
ership, among rubbers, will be 
regained. The company has a 
strong position in the tire trade 
and in mechanical rubber goods. 
Financial position is strong, with 
current ratio of 3.4 the highest 
of the group and the same as in 
1939. The $2 dividend should con- 
tinue. 

Lee Rubber, far smaller than 
any of the Big Four, has been 
steadily gaining in investment 
favor and, at new high above 51, 
has almost caught up with them 
in price. The normal business is 
three-quarters replacement tire 
and tube sales. The operating rec- 
ord has been good, finances 
strong. Earnings on civilian busi- 
ness in 1939 ($5.46 a share) were 
above war-time earnings. Book 
value about equals the market 
price. The dividend seems secure. 

In the medium-price range are 
General Tire and Dayton Rubber, 
both of fair quality and above- 
average speculative merit. Gen- 
eral specializes mainly on replace- 
ment and fleet tire sales, though 
it has a growing mechanical rub- 
ber goods division. Dayton gets 
over half of sales and profits from 
a wide variety of mechanical rub- 
ber goods, the rest from replace- 
ment tire business. See the ac- 
companying table for additional 
data. 

The only issues still left in the 
low-price range are Seiberling, 
Baldwin, Norwalk Tire and Inter- 
continental Rubber. All are quite 
speculative and, in the writer’s 
opinion, unattractive. 











EVERY mile gained on the 
Western front means blood 


expended by our soldiers in the 

field. Help replenish this blood 

by donating another pint to your 
local RED CROSS. 
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UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A dividend of 75 cents per share has been 
declared on the Common Stock of said 
Company, payable April 2, 1945 to stock- 
holders of record at 3 P.M. on March 


15, 1945. 
Cc. H. McHenry, Secretary 





As I See It! 





(Continued from page 505) 
this sphere not only Manchuria 
and other portions of East Asia 
including Port Arthur — lost in 
the Russo-Japanese war — but 
even Formosa and other Japa- 
nese-held islands in the Pacific. 
(These ambitions, however, must 
be considered contingent on fu- 
ture Russo-Japanese relationships 
which seem far from clear at 
this moment). 

Apart from territorial de- 
mands, Russia is negotiating for 
all the material help necessary to 
carry on the war and subsequent 
reconstruction — enormous sums 
in Lend-Lease supplies and addi- 
tional billions for postwar eco- 
nomic expansion and rehabilita- 
tion. 

To what extent Russian de- 
mands will be met undoubtedly 
depends upon the necessities of 
the situation. Fortunately, as far 
as demands for goods and equip- 
ment are concerned, we are no 
Jonger in a position where we 
need such outlets in the interest 
of a stable and prosperous post- 
war economy. Rather, we can 
make our own terms; pent-up de- 
mand at home and_ elsewhere 
abroad is huge enough to absorb 
our own production for at least 
three years after the war. As a 
result, in the economic sphere 
at least, the shoe is now on the 
other foot; we have no need of 
trading political concessions for 
economic sops. 

This proves once more that 
events have a way of producing 
new situations not contemplated. 
A year ago, at the time of the 
Bretton Woods conference, some 
of the financial plans then pro- 
jected served largely the purpose 
of maintaining full postwar pro- 
duction, to prevent any serious 
slump in our domestic economy. 
This need no longer exists in the 
former degree; prolongation of 
the war and a realistic recalcula- 
tion of the duration of its over- 
all phase has greatly changed the 
outlook. 

As against this, there has been 
no improvement in Russia’s po- 
sition as she faces the postwar 
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era, except militarily and politi- 
cally. Her loss of manpower has 
been enormous, destruction and 
devastation of her country ter- 
rible. She needs friends and post- 
war economic aid, and yet her 
demands have not abated one 
whit. 

This is the complex of ques- 
tions and problems that present 
themselves as the “Big Three” 
are gathering; needless to say, 
the outcome of their deliberations 
and negotiations will largely de- 
termine the world of tomorrow. 
By their deeds we shall know. 





Viewing the Economic Future 
from Presidential Blueprints 





(Continued from page 510) 
ing up prices and costs. These 
pressures could perhaps be held 
in check by continued economic 
controls, such as over prices and 
profits, but do we want their 
continuation? How are we going 
to get the tax relief that is needed 
to stimulate postwar enterprise? 
How are we ever going to get the 
Federal budget under control? 

On the latter point, especially, 
there is apparently no clear 
thought. While the President in 
his budget message declares him- 
self in favor of a policy of or- 
derly but steady debt reduction, 
he qualifies this by adding that 
any reduction should be consis- 
tent with the objectives of long- 
run economic policy. The point is 
that with the proposed high em- 
ployment yardstick, there will al- 
most certainly always be a deficit 
and high appropriations. Starting 
with the hypothesis that 60 mil- 
lion jobs must be provided, it 
would be apparent that private 
industry could not possibly em- 
ploy that many persons, and a 
case would automatically be made 
for large federal projects. The 
latter’s cost, in turn, would in- 
evitably require steady expansion 
rather than permit reduction of 
the public debt. At least poten- 
tially, then, the entire scheme 
must strike one as highly infla- 
tionary. 

There would be created, for a 
time, the illusion of a huge gross 
national product, inflated then as 
now under war conditions by in- 
clusion of large Government ex- 
penditures as representing a 
product always worth its cost. 
But that part of the national 
product which the people can eat, 
wear and use, would lag and in 


the scramble to spend the large 
money income from full employ- 
ment to get the usable part of 
the national product, immense in- 
flationary price pressures may 
arise unless money income is 
sharply reduced by taxation. The 
latter however would at least 
partly defeat the purpose of the 
whole. 

This prospect does indeed raise 
the fundamental question whether 
deficit financing can bring about 
the sound and enduring expan- 
sion of production and employ- 
ment universally desired. There 
is little in the record of the Thir- 
ties to substantiate the theory 
that it can. On the other hand, 
there may be underestimation of 
the force of the inflationary ele- 
ments now accumulating. Poten- 
tialities for a great wave of spend- 
ing lie in the huge expansion of 
bank deposits and currency since 
1939, in the pent-up demand for 
goods of almost every description 
for consumers and for industries 
at home and abroad. These are all 
favorable factors in the postwar 
outlook that may serve as effec- 
tive safety devices against an 
early recurrence of an employ- 
ment crisis. Conceivably these 
factors could be powerful enough 
to obviate for quite some time 
practical application of the “bal- 
ancing” theory embodied in the 
concept of a national budget. 
What’s more, our war-time eco- 
nomic ‘skyscraper’ may not be 
as high as it appears in view of 
the doubtless considerable price 
inflation hidden in the war pro- 
duction component. If so, there 
could be a substantial recession 
of over-all output, under peace- 
time conditions, without upsetting 
the employment apple cart. 

For proper perspective, the 
concept of a national budget and 
all it implies must be taken for 
what it is. It is a tentative pro- 
posal that may wilt under the 
criticism which it will doubtless 
encounter. But it also shows up 
a trend. As Mr. Wallace himself 
pointed out, political theory is 
moving in this direction else- 
where, in England and Australia 
for example, and proposals like 
this are the essence of new deals 
discussed in liberated Europe. 
Washington, too, may well be 
tempted down this trail, leaving 
it to public reaction to determine 
how far. 
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Waste Paper Is Ammunition 
Save It! 
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PLANNING Your 
INVESTMENT FUTURE 


OU are probably well aware of the changing outlook for the different 
companies in which your capital is invested ... but what are you doing 
about it? 


If you merely worry about your securities without taking proper action you 
are following a policy which may prove very costly. 


How recently have you studied the financial statements of the companies in 
which your funds are committed? What did the latest earnings reports re- 
veal to your Have you ascertained the effects of higher taxes, reconversion 
to peacetime production, new competition, on each concern where your 
funds are placed? 


Perhaps your own experience confirms our conclusion that the average in- 
vestor has neither the time, facilities, nor training to gather and interpret 
the statistics, current information and news to be considered in the success- 
ful management of his portfolio. 


If your invested capital is important to you, now is the time to plan a 
program for 1945-46—to set up safeguards for your principal; to assure a 
reliable substantial income; to put your funds into issues which will stoutly 
resist market decline and share fully in new opportunities. 


As a first step in planning your investment future, we invite you to submit 
to us a list of your present holdings if they are worth $20,000 or more. 


Without obligation, we shall prepare a confidential, preliminary analysis 
of your portfolio, commenting frankly on its possibilities for capital growth, 
its income factor and its diversification. Your least favorable issues will be 
specified with reasons for selling. Merely tell us your securities and objec- 
tives in as complete detail as you care to give. 
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